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Jackson, Biddle, and the Bank of the United States 


ORE than forty years have passed since Catterall’s monograph 

on the second Bank of the United States was published, and, 
though that account has never been superseded, it antedates all recent 
literature on central banking and therefore presents inadequately the 
public purposes of the bank. Furthermore, it includes nothing about 
the bank’s Pennsylvania successor, which failed, and thus omits the 
denouement of Biddle’s conflict with Jackson. The inevitable effect of 
the failure, in the rough justice of history, was to make Jackson seem 
right and Biddle wrong; and this impression, especially in the absence 
of attention to the purpose and functions of the bank, seems in recent 
years to have been strengthened. I think it needs correction. 


I 
The Bank of the United States—the B.U.S. as Biddle and others 


often called it—was a national institution of complex beginnings, for 
its establishment in 1816 derived from the extreme fiscal needs of the 
federal government, the disorder of an unregulated currency, and the 
promotional ambitions of businessmen. The bank had an immense 
amount of private business—as all central banks then had and as 
many still have—yet it was even more definitely a government bank 
than was the Bank of England, the Bank of France, or any other 
similar institution at the time. The federal government owned one 
fifth of its capital and was its largest single stockholder, whereas the 
capital of other central banks was wholly private. Government owner- 
ship of central-bank stock has become common only in very recent 
years.” Five of the bank’s twenty-five directors, under the terms of 


1QOn the organization of the bank, besides R. C. H. Catterall, Second Bank of the U.S. 
(Chicago: The University of Chicago Press, 1903), see Raymond Walters, Jr., “Origin of the 
Second Bank of the U.S.,” The Journal of Political Economy, LIII (1945), 115. 

2 The Bank of England and the Bank of France came under government ownership in 1945. 
The modern term “central bank” was not used till nearly a century after Biddle’s death. 
Hamilton used the term “public bank,” and the nineteenth-century equivalent was “bank of 
issue.” 
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its charter, were appointed by the President of the United States, and 
no one of these five might be a director of any other bank. Two of 
its three successive presidents—William Jones and Nicholas Biddle— 
were chosen from among these government directors. The charter 
made the bank depository of the government and accountable to 
Congress and the Secretary of the Treasury. 

On this depository relation hinged control over the extension of 
credit by banks in general, which is the essential function of a central 
bank. The government’s receipts arose principally from taxes paid by 
importers to customs collectors; * these tax payments were in bank 
notes, the use of checks not then being the rule; the bank notes were 
mostly those of private banks, which were numerous and provided the 
bulk of the money in circulation; the B.U.S. received these notes on 
deposit from the customs collectors and, becoming thereby creditor of 
the private banks that issued them, presented them to the latter for pay- 
ment. Banks that extended credit properly and maintained adequate 
gold and silver reserves were able to pay their obligations promptly 
on demand. Those that overextended themselves were not. The 
pressure of the central bank upon the private banks was constant, 
and its effect was to restrict their lending and their issue of notes. In 
this fashion, it curbed the tendency of the banks to lend too much 
and so depreciate their circulation.* Its regulatory powers were 
dependent on the private banks’ falling currently into debt to it. The 
regulatory powers now in effect under the Federal Reserve Act depend 
upon the opposite relation—that is, upon the private banks’ maintain- 
ing balances with the Federal Reserve Banks. The private banks 
were then debtors to the central bank; they are now creditors. The 
regulatory powers of the United States Bank were simpler, more 
direct, and perhaps more effective than those of the Federal Reserve 
Banks, though they would not be so under present-day conditions. 

It was notorious that large and influential numbers of the private 
banks and official state banks resented this regulation of their lending 
power. All but the more conservative found it intolerable to be let and 


3E. R. Taus, Central Banking Functions of the U.S. Treasury, 1789-1941 (New York: 
Columbia University Press, 1943), Appendix III and IV; Davis R. Dewey, Financial History of 
the U.S. (New York: Longmans, Green and Company, 1931), p. 168; John Spencer Bassett, 
The Life of Andrew Jackson (New York: The Macmillan Company, 1931), p. 586. 

*I use the term “private banks” in preference to the common term “state banks” because it 
brings out the essential differences between the central bank and the units of the banking 
system regulated by it. I therefore include as private those “state banks” proper owned in 
whole or part by state governments; for functionally these “state banks” proper differed little 
if any from the private banks. 
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hindered by the dunning of the B.U.S. and forced to reduce their 
debts instead of enlarging their loans. Many of them had the 
effrontery to insist as a matter of right that they be allowed to pay 
the central bank if and when they pleased.” The effort of various 
states, especially Maryland and Ohio, to levy prohibitory taxes on the 
United States Bank’s branches reflects this desire of the private banks 
to escape regulation quite as much as it reflects the states’ jealousy of 
their “invaded” sovereignty; the efforts were economic as well as 
political.® 

In 1831, Gallatin commended the bank for its conduct during the 
twenties; it had “effectually checked excessive issues” by the state 
banks; “that very purpose” for which it had been established had been 
fulfilled. On the regulatory operation of the bank, “which requires 
particular attention and vigilance and must be carried on with great 
firmness and due forbearance, depends almost exclusively the stability 
of the currency ....” The country’s “reliance for a sound currency 
and, therefore, for a just performance of contracts rests on that institu- 
tion.” “ In 1833 he wrote to Horsley Palmer, of the Bank of England, 
that “the Bank of the United States must not be considered as afford- 
ing a complete remedy,” for the ills of overexpansion, “but as the best 
and most practicable which can be applied”; and its action “had been 
irreproachable” in maintaining a proper reserve position “as late as 
November 1830.” ° Though Gallatin did not say so, this was in effect 
praise of Nicholas Biddle’s administration of the bank. 

The powerful expansion of the economy in the nineteenth century 
made it necessary for the regulatory action of the bank to be mostly 
one of restraint, but there was occasion also for it to afford ease as 
holder of the ultimate reserves and lender of last resort. One of the 
first things it did was to end the general suspension that the country 
had been enduring for more than two years; and a crucial factor in 
the willingness and ability of the private banks to resume payment of 
their obligations was the pledge of the United States Bank that it 
would support them.’ This, Vera Smith writes, was “a very early 


5R. C. H. Catterall, Second Bank, p. 85. 

6 McCulloch v. Maryland (1819), 4 Wheaton, p. 315; Osborn v. Bank of the United States 
(1824), 9 Wheaton, p. 737. The arguments in these cases were constitutional, not economic. 

7 Albert Gallatin, Writings, ed. Henry Adams (Philadelphia: J. B. Lippincott and Company, 
1879), Ill, 334, 336, 390; II, 426. 

8 Ibid., Il, 461. See also Niles’ Weekly Register, XXXV (1828-29), 37. 

®R. C. H. Catterall, Second Bank, pp. 24-26; American State Papers, Finance (Washington: 
Gales and Seaton, 1858), IV, 768-69. 
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declaration of the view that it is the duty of the central bank to act as 
lender of last resort.” *° 

The regulatory functions of the bank were not always well per- 
formed. Its first president, William Jones, was a politician who 
extended credit recklessly, rendered the bank impotent to keep the 
private banks in line, and nearly bankrupted it—all in a matter of 
three years. Langdon Cheves put the bank back in a sound condition 
by stern procedures that were unavoidably unpopular. When Nicholas 
Biddle succeeded Cheves in 1823, the bank was strong in every respect 
but good will. Biddle repressed the desires of the stockholders for 
larger dividends, keeping the rate down and accumulating reserves. 
The art of central banking was not so clearly recognized then as it 
has since become, but Biddle advanced it, and with better luck he 
might well be memorable for having developed means of mitigating 
the tendency to disastrous, periodic crises characteristic of the nine- 
teenth century in the United States.” 

But Biddle, with all his superior talents, was not very discreet. He 
had an airy way of speaking that shocked his more credulous enemies 
and did him irreparable harm; and, when he described the functions of 
the bank, he contrived to give a livelier impression of its power than 
of its usefulness. Once when asked by a Senate committee if the 
B.U.S. ever oppressed the state banks, he said, “never”: although 
nearly all of them might have been destroyed, many had been saved 
and still more had been relieved. This was ineffable in a man of 
Biddle’s exceptional abilities. It put a normal situation in a sinister 
and uncouth light. A wanton abuse of regulatory powers is always 
possible, and abstention from it is not to be boasted of—any more than 
a decent man would boast of not choosing to be a burglar. By talking 
so, Biddle made his opponents feel sure he had let the cat out of the 
bag. For Thomas Hart Benton he had proved entirely too much— 
that he had a dangerous power “over the business and fortunes of 
nearly all the people.” ** Jackson referred in his veto to Biddle’s 
remark, and Roger Taney was still shuddering at the disclosure many 
years later. He believed then and he believed still, he wrote, that 


10 Vera C. Smith, Rationale of Central Banking (London: P. S. King and Son, 1936), p. 40. 

11 Statements on Biddle’s central-bank policy will be found in Reginald C. McGrane, 
Correspondence of Nicholas Biddle (Boston: Houghton Mifflin Company, 1919), pp. 34-36, 
51, 56-58. Catterall discusses the subject admirably in his chapter v, with the limitation that 
central banking was no better understood in his day than in Biddle’s—if as well. See also J. S. 
Bassett, Andrew Jackson, pp. 585-86. 

12T. H. Benton, Thirty Years’ View (New York: D. Appleton and Company, 1897), I, 159. 
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there was a scheme to close every state bank in the Union. He believed 
“that the matter had been thought of, and that the manner in which 
it could be done was well understood.” ** That people believed such 
things, Biddle had his own jauntiness, naiveté, and political ineptitude 
to thank. 


II 


When Jackson became president in 1829, the B.U.S. had survived 
what then seemed its most crucial difficulties. The Supreme Court had 
affirmed and reaffirmed its constitutionality and ended the attempts 
of unfriendly states to interfere with it. The Treasury had long 
recognized its efficient services as official depository. The currency was 
in excellent condition. Yet in his first annual message, Jackson told 
Congress that “both the constitutionality and the expediency of the 
law creating the bank were well questioned by a large portion of our 
fellow-citizens, and it must be admitted by all that it has failed in the 
great end of establishing a uniform and sound currency.” 

There is nothing remarkable about Jackson’s doubts of the bank’s 
constitutionality, for he did not defer his own judgment to John 
Marshall’s nor, in general, had the Supreme Court’s opinions attained 
their later prestige.’* His statement that the bank had failed in estab- 
lishing a good currency is more difficult to understand, for it was 
plainly untrue in the usual sense of the words. But he was evidently 
using the words in the special sense of locofoco hard-money doctrine, 
according to which the only good money was gold and silver; tlie 
Constitution authorized Congress to coin it and regulate its value; the 
states were forbidden to issue paper and the federal government was 
not empowered to do so. Jackson, wrote C. J. Ingersoll, “considers all 
the state banks unconstitutional and impolitic and thinks that there 
should be no currency but coin... .”*» There were practical con- 
siderations no less important than the legal. It was evident to the 
antibank people that banking was a means by which a relatively small 
number of persons enjoyed the privilege of creating money to be lent, 
for the money obtained by borrowers at banks was in the form of 

13 C, B. Swisher, Life of Taney (New York: The Macmillan Company, 1935), pp. 166-69. 

14Even Gallatin in 1831 took pains to defend the bank’s constitutionality without a 
reference to the court’s decisions, of which he remarked in a footnote he had not known. 
Gallatin, Writings, III, 327. He was in Europe when McCulloch v. Maryland was decided, but 
not Osborn v. Bank of the United States. It is notable that he would discuss constitutionality 
without learning till he was through that the Supreme Court had said something on the subject. 


15 R. C. McGrane, Correspondence of Biddle, 172. For Benton’s ideas, see his Thirty Years’ 
View, I, 436. 
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the banks’ own notes. The fruits of the abuse were obvious: notes 
were overissued, their redemption was evaded, they lost their value, 
and the innocent husbandman and mechanic who were paid in them 
were cheated and pauperized. “It is absurd,” wrote Taney, “to talk 
about a sound and stable paper currency.” *° There was no such thing. 
So, in Jackson’s opinion, if the United States Bank was not establishing 
a metallic currency, it was not establishing a constitutional or sound 
and uniform one. His words might seem wild to the contaminated, 
like Gallatin and Biddle, but they were plain gospel truth to his sturdy 
antibank, hard-money agrarians. 

Hard money was a cardinal tenet of the left wing of the Democratic 
party. It belonged with an idealism in which America was still a land 
of refuge and freedom rather than a place to make money. Its aim 
was to clip the wings of commerce and finance by restricting the 
credit that paper money enabled them to obtain. There would then 
be no vast debt, no inflation, no demoralizing price changes; there 
would be no fluctuant or disappearing values, no swollen fortunes, 
and no grinding poverty. The precious metals would impose an 
automatic and uncompromising limit on the volatile tendencies of 
trade. “When there was a gold and silver circulation,” said an agrarian 
in the Iowa constitutional convention of 1844, “there were no fluctua- 
tions; everything moved on smoothly and harmoniously.” ** The 
Jacksonians were even more devoted to the discipline of gold than 
the monetary conservatives of the present century. 

There was also a pro-bank, “paper-money wing,” which harbored 
the Democratic party’s less spiritual virtues.”® Its strength lay with 
free enterprise, that is, with the new generation of businessmen, 
promoters, and speculators, who found the old Hamiltonian order of 
the Federalists too stodgy and confining. These were “Democrats by 
trade,” as distinguished from “Democrats in principle”; one of the 
latter wrote sarcastically in the Democratic Review in 1838, “Being a 
good Democrat, that is to say, a Democrat by trade (Heaven forefend 
that any son of mine should be a Democrat in principle)—being a 


16 J. S. Bassett, Correspondence of Andrew Jackson (Washington, D.C.: Carnegie Institution, 
1931), V, 491; Benton, Thirty Years’ View, 1, 436. , 

17 The principal argument against the bank’s constitutionality was not this, of course, but 
that Congress had no power to charter a bank outside the District of Columbia. 

18 Benjamin F. Shambaugh, Fragments of the Debates of the lowa Constitutional Conven- 
tions of 1844 and 1846 (Iowa City: State Historical Society of Iowa, 1900), pp. 69, 70, 71. 

19 Col. Benton on Banks and Currency, Hunt’s Merchants’ Magazine, XXXVIII (January 
1858), 560-61. 
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good Democrat by trade, he got a snug slice of the public deposites.” ” 


Fifty years before, business had fostered the erection of a strong federal 
government and inclined toward monopoly; in the early nineteenth 
century it began to appreciate the advantages offered by laissez faire 
and to feel that it had more to gain and less to fear from the states 
than from the federal government. This led it to take on the coloration 
and vocabulary of Jacksonian democracy and to exalt the rugged 
individualism of the entrepreneur and speculator along with that of 
the pioneer. 

The private banks and their friends had helped to kill the first 
Bank of the United States twenty years before, but the strength they 
could muster against the second was much greater. Herein lies the 
principal difference between the situation of the old bank when 
Jefferson became president in 1801 and the situation of the second 
when Jackson became president in 1829. Both men disapproved of 
the national bank and yet were inhibited by its being accepted in their 
own party and performing well its evidently important functions. 
There were also the differences that Jefferson was more amenable to 
reason than Jackson, that he had in Gallatin a better adviser than any 
Jackson had, and that the bank was under a more passive manage- 
ment in his day than in Jackson’s. But of most importance was the 
greater pressure the private banks were able to exert in Jackson’s time 
than in Jefferson’s. Between 1801 and 1829 their number had greatly 
increased, as had the volume of their business and the demand for 
credit. The records indicate that in 1801 there were 31 banks, in 1829 
there were 329, and in 1837 there were 788—an increase of 140 per cent 
during Jackson’s administration alone.”* These banks were associated 
to a marked extent with the Democratic party, especially in New York. 
Their opposition to federal regulation was therefore far greater in 
1829 than in 1801, and it did more for Jackson’s victory over the 
national bank than did the zeal of his hard-money locofocos. 
De Tocqueville wrote that “the slightest observation” enabled one to 
see the advantages of the B.U.S. to the country and mentioned as 
most striking the uniform value of the currency it furnished. But the 
private banks, he said, submitted with impatience to “this salutary 
control” exercised by the B.U.S. They bought over newspapers. “They 


20 The United States Magazine and Democratic Review (Washington: Langtree and 
O'Sullivan, December 1838), III, 368. Alexander Hamilton’s son, James A. Hamilton, a friend 
of Jackson and a speculator in New York real estate, seems to have been a Democrat by trade. 

21 United States Comptroller of the Currency, Annual Report, 1916, pp. 913-14. 
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roused the local passions and the blind democratic instinct of the 
country to aid their cause... .”*” Without them, it is doubtful if the 
Jacksonians could have destroyed the B.U.S. 

The Jacksonian effort to realize the hard-money ideals was admir- 
able, viewed as Quixotism. For however much good one may find in 
these ideals, nothing could have been more unsuited than they were to 
the American setting. In an austere land or among a contemplative 
and self-denying people they might have survived but not in one so 
amply endowed as the United States and so much dominated by an 
energetic and acquisitive European stock. Nowhere on earth was the 
spirit of enterprise to be more fierce, the urge for exploitation more 
restless, or the demand for credit more importunate. The rise of these 
reprobated forces spurred the agrarians, and as business itself grew 
they came to seek nothing less than complete prohibition of banking.” 
Yet they chose to destroy first the institution which was curbing the 
ills they disapproved, and to that end they leagued with the perpetra- 
tors of those ills.** Jackson made himself, as de Tocqueville observed, 
the instrument of the private banks.”* He took the government’s funds 
out of the central bank, where they were less liable to speculative 
use and put them in the private banks, where they were fuel to the 
fire.”° He pressed the retirement of the public debt, and he acquiesced 
in distribution of the federal surplus.”’ These things fomented the very 
evils he deplored and made the Jacksonian inflation one of the worst 
in American history. They quite outweighed the Maysville veto, which 
checked federal expenditures on internal improvements, and the specie 
circular, which crudely and belatedly paralyzed bank credit. 

As a result, Jackson’s presidency escaped by only two months from 


22 Alexis de Tocqueville, Democracy in America, ed. Phillips Bradley (New York: Albert A. 
Knopf and Company, 1945), I, 409. 

23In a number of western states and territories they achieved prohibition: in Arkansas, 
Illinois, Iowa, Wisconsin, California, and Oregon—though in the last two the impetus was 
more than agrarian. 

24T. H. Benton, Thirty Years’ View, I, 158. 

25 Alexis de Tocqueville, Democracy in America, I, 409. 

26 Taney made himself ridiculous: he told the pet banks the government funds would 
enable them to lend more, he gave them checks on the B.U.S. to protect them from the monster, 
and then he helplessly asked them not to use the checks.—R. C. H. Catterall, Second Bank, pp. 
302-5. United States Secretary of the Treasury, Annual Reports (1833), III, 369; 23d Congress, 
1st Session, Senate Document No. 16, 321 ff. 

27 Retirement of the public debt was inflationary in that it spread a feeling of elate satisfac- 
tion and closed a field for conservative investment. Gallatin had thought the retirement would 
be a good thing but later found to his dismay that it was “a signal for an astonishing increase 
in the indebtedness of the community at large.”—Henry Adams, Life of Albert Gallatin 
(Philadelphia: J. B. Lippincott and Company, 1879), p. 656. 
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ending like Hoover’s in 1933. Far from reaching the happy point 
where the private banks could be extirpated and the hands of the 
exploiters and speculators could be tied, Jackson succeeded only in 
leaving the house swept and garnished for them; and the last state of 
the economy was worse than the first. He professed to be the deliverer 
of his people from the oppressions of the mammoth—but instead he 
delivered the private banks from federal control and his people to 
speculation. No more striking example could be found of a leader 
fostering the very evil he was angrily wishing out of the way.”* 

But this was the inevitable result of the agrarian effort to ride two 
horses bound in opposite directions: one being monetary policy and 
the other states’ rights. Monetary policy must be national, as the 
Constitution doubly provides. The agrarians wanted the policy to be 
national, but they eschewed the practicable way of making it that, and, 
instead of strengthening the national authority over the monetary 
system, they destroyed it. Where they were unencumbered by this 
fatal aversion to centralized power, they accomplished considerable. 
In Indiana they set up an official State Bank, with branches, which 
from 1834 to 1853 was the only source of bank credit permitted and 
yet was ample for all but the most aggressive money-makers, who 
finally ended its monopoly. In Missouri, they established the Bank 
of Missouri, with branches, a state monopoly which lasted from 1837 
to 1857, when it too succumbed to free enterprise. And in Iowa, 
another monopoly, the Bank of Iowa, with branches, was in operation 
from 1858 till 1865, when free banking penetrated the state under 
authority of the National Bank Act. These instances indicate that if 
the hard-money agrarians had had a conception of national govern- 
ment less incompatible with their social purposes, they might have 
tempered rather than worsened the rampant excesses of nineteenth- 
century expansion that so offended them.” 

But as it was, they helped an acquisitive democracy take over the 
conservative system of bank credit introduced by Hamilton and by 


28 See a contemporary English observer, “Causes and Consequences of the Crisis in the 
American Trade,” Edinburgh Review, LXV (July 1837), 227-28. The impetus given new 
banks by the prospect of closing the B.U.S. was observed everywhere. Benton exclaimed 
that he had not joined in putting it down in order “to put up a wilderness of local banks.”— 
24th Congress, 2d Session, January 1837, Register of Debates, p. 610. See also Jabez Hammond, 
History of Political Parties in New York (Cooperstown: H. and E. Phinney, 1846), II, 434, 489. 

29 See Hugh McCulloch, Men and Measures of Half a Century (New York: Charles Scribner’s 
Sons, 1889); John Ray Cable, The Bank of the State of Missouri (New York: Columbia Uni- 
versity Press, 1923); Howard H. Preston, History of Banking in Iowa (Iowa City: State Histori- 
cal Society of Iowa, 1922). 
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the merchants of Philadelphia and New York and limber it up to 
suit the popular wish to get rich quick. Wringing their hands, they 
let bank credit become the convenient key to wealth—the means of 
making capital accessible in abundance to millions of go-getting 
Americans who otherwise could not have exploited their natural 
resources with such whirlwind energy. The excesses of that energy 
have forced the Jacksonian hard-money heroics to be slowly undone: 
the federal government’s authority over money, the Treasury’s close 
operating contact with the banking system, and the central-bank 
controls over credit have been haltingly restored. Credit itself, in the 
surviving American tradition, is not the virus the agrarians held it 
to be but the lifeblood of business and agriculture, and the Jacksonian 
hard-money philosophy has been completely forgotten, especially by 
Jackson’s own political posterity. 


Ill 


Jackson had not committed himself against the bank during the 
early part of his first term but worried both those who wanted him 
to support recharter and those who wanted him to prevent it. In 
November 1829 he was friendly to Biddle and assured him that he had 
no more against the B.U.S. than against “all banks.” The next month 
he slurred the bank in his message to Congress. In 1831 -when the 
cabinet was changed, two important portfolios went to friends of 
Biddle: Livingston became Secretary of State and McLane Secretary 
of the Treasury. Both wanted the bank continued and hoped to 
influence Jackson. Biddle deferred to their hopes, but the tension was 
evidently too severe for him. The bank’s enemies were growing more 
provocative, and in the summer of 1831 his brother, a director of the 
bank’s St. Louis branch, was killed in a duel, more than usually 
shocking, which arose from the controversy over recharter.*” What- 
ever the reasons, he let impatience get the upper hand and decided 
that the bank, without further temporizing, should ask Congress that 
the charter be renewed.” 

Jackson was offended by this direct action, and notwithstanding 
improvements in the new charter and concessions to his views, he 
vetoed the bill of renewal. The economic reasoning of the veto message 
was, in Catterall’s language, “beneath contempt,” and the most 

30 St. Louis Beacon, September 1, 1831, September 22, 1831; Niles’ Weekly Register, Sep- 
tember 17, 1831, p. 37. The duel was fought with pistols at five feet, Major Biddle being 


nearsighted, and each man killed the other. 
31 R, C. H. Catterall, Second Bank, pp. 214 ff. 
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appealing allegations in it were “demonstrably and grossly false.” * 
Biddle was deluded enough to have 30,000 copies printed and dis- 
tributed in the bank’s own interest. One may regard this as evidence 
of contempt for Jackson or of a faith in the democracy as sincere as 
Jackson’s own; but it is also evidence of the limitations on Biddle’s 
political sense. In the election that fall the bank was the leading issue, 
and hopes for recharter went to nothing with Jackson’s overwhelming 
majority. Jackson’s purpose now was to stop using the bank as govern- 
ment depository. How firmly accepted it was in Washington as the 
peculiar agency of the government is indicated by the resistance he 
encountered. He had to get rid of two Treasury heads successively 
before he found a third who would execute his wishes, the law giving 
only the Secretary of the Treasury the power to remove the govern- 
ment’s deposits from the bank; and he had also to disregard a House 
resolution declaring that the government deposits were safe as they 
were. 

With loss of the deposits, the bank lost the means of regulating the 
private banks’ extension of credit. Biddle had made enough mistakes 
already, but he now made the fatal one of failing to resign and let the 
bank be liquidated; there is a limit beyond which the head of a 
central bank cannot decently go against the head of the government, 
even when he is right and the head of the government is wrong. 
Moreover, although a central bank is a very useful institution, it never 
possesses the kind of virtues that count in conflict against an intensely 
popular leader. By resigning, Biddle would have stultified Jackson and 
justified himself, as it turned out; for when the panic came in 1837, 
Jackson would have got the blame, with considerable justice. Further- 
more, Biddle would have spared himself a tragic end. The bank was 
in a better condition than it came to be later, and conditions were 
much more favorable for liquidation, in spite of the recession of 
1833-1834. Incidentally, this recession was produced, it was averred, 
by a vindictive curtailment of the bank’s loans. There certainly was * 
resentment mixed into the bank’s policy, but on the other hand, the 
bank could not go out of existence, as its enemies desired, without cur- 
tailing its credit, and curtailment is always unpopular, scarcely less in a 
period of general expansion than in one of depression. 

Instead of going out of existence the bank became a private cor- 
poration under Pennsylvania charter in February 1836, a fortnight 


32 Tbid., p. 239. 
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before its federal charter expired.** A little more than a year later the 
panic of 1837 broke. It began May 10 and involved all the banks in the 
country, about 800 in number, with an aggregate circulation of 
$150,000,000 and deposits of $125,000,000. It precipitated three distinct 
monetary programs—one of hard money by the anti-bank administra- 
tion in Washington, one of easy money by Biddle in Philadelphia, and 
one of convertibility by the banks of Wall Street under the sage but 
incongruous leadership of the venerable Jeffersonian, Albert Gallatin. 
The administration, with Van Buren now president, took the oppor- 
tunity to urge an independent Treasury system, with complete 
“divorce of bank and state.” Its course was that urged by Jackson, who 
wrote, July 9, 1837: 
Now is the time to separate the Government from all banks, receive and 
disburse the revenue in nothing but gold and silver coin, and the circulation of 
our coin through all public disbursements will regulate the currency forever 
hereafter. Keep the Government free from all embarrassments, whilst it leaves 
the commercial community to trade upon its own capital, and the banks to accom- 
modate it with such exchange and credit as best suits their own interests—both 
being money making concerns, devoid of patriotism, looking alone to their own 
interests—regardless of all others. It has been, and ever will be a curse to the 
Government to have any entanglement or interest with either, more than a 
general superintending care of all.*4 


‘Wall Street paid little attention to this program but set about 
preparations to resume specie payments as soon as possible, getting its 
own house in order and urging the banks elsewhere to send delegates 
to a convention “for the purpose,” in Gallatin’s words, “of agreeing 
on a uniform course of measures and on the time when the 
resumption should take place.” *° 

Nicholas Biddle took a course opposed to that of both Wall Street 
and the administration. He demanded that the Treasury schengfi@be 
abandoned and the specie circular repealed. He contended @§hat 
Jackson’s policies were responsible for the financial distress and that 
the basic condition of recovery was their repudiation by Congress. Till 
these things were done, the banks should not resume redemption 


33 The authorized capital of the bank under Pennsylvania charter was $35,000,000, as it 
had been under national charter. It appears, however, that the shares ($7,000,000 par) held by 
the government under the national charter were not reissued to new owners and that the 
actual paid-in capital of the Pennsylvania corporation was only $28,000,000.—John J. Knox, 
History of Banking (New York: Bradford, Rhodes, and Company, 1903), pp. 78-79. 

34]. S. Bassett, Correspondence of Jackson, V, 495, 498, 500, 504 ff.; Condy Raguet, 
Financial Register, 11 (Philadelphia: Adam Waldie, 1838), 58. 

35 Albert Gallatin, Writings, III, 398. 
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of their notes. Wall Street’s program he denounced as premature 
and sacrificial. He advocated instead an active and flexible policy that 
should be remedial for the prostrate economy—that should check the 
credit contraction and the fall of prices. His own objects during the 
past eighteen months, he wrote James Gordon Bennett, October 1838, 
had been “to sustain the national character abroad by paying our debts 
and at the same time to protect the securities and the staples of the 
country from the ruinous depreciation to which they were inevitably 
sinking.”** It was evident to him, he wrote John Quincy Adams in 
December, “that if resort was had to rigid curtailments, the ability to 
pay would be proportionally diminished; ... . the only true system 
was to keep the country as much at ease as consisted with its safety, so 
as to enable the debtors to collect their resources for the discharge of 
their debts.” °* Lenity for the banks would mean lenity for their 
debtors, foreclosures and bankruptcies would be avoided, and values 
protected from collapse. Suspension, he had already said, was “wholly. 
conventional between the banks and the community” and arose from 
“their mutual conviction that it is for their mutual benefit.” *° 

The situation was one in which the more conservative settled back 
to let deflation, as it came to be called a century later, run its bitter 
course; and the hard-money agrarians sardonically joined them in 
hoping for the worst. But both the agrarians and Wall Street testified 
to the popularity of Biddle’s ideas. Governor Ford of Illinois observed, 
with the sarcasm of a hard-money Democrat, that although the banks 
owed more than they could pay and although the people owed each 
other and the banks more than they could pay, “yet if the whole people 
could be persuaded to believe the incredible falsehood that all were 
able to pay, this was ‘confidence.’” ** In Wall Street it was said that 
suspension made lawbreakers of every one. “Instead of the permanent 
and uniform standard of value provided by the Constitution, and by 
which all contracts were intended to be regulated, we have at once 
fifty different and fluctuating standards, agreeing only in one respect, 
that of impairing the sanctity of contracts.” *” The believers in Biddle 
were themselves eloquent in the new faith. Following the later 


36 Presidents’ Letter Book, No. 1, 542, Biddle MSS, Library of Congress. 

37 290th Congress, 1st Session, House Document No. 226, p. 405. 

38 Condy Raguet, Financial Register, 1, 342-46. 

39 Thomas Ford, History of Illinois (Chicago: S. C. Griggs and Company; New York: 
Ivison and Phinney, 1854), p. 227. 

40 Report of delegates to the Bank Convention, New York, November 1837; Condy Raguet, 
Financial Register, 1, 229. 
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debacle of the B.U.S., the Philadelphia Gazette said: “The immediate 
effect of the suspension will be an ease in the money market, a cessa- 
tion of those cares and disquietudes with which the business men of 


our community have been annoyed..... The great error... . to 
which all subsequent errors are in a measure to be traced was in the 
premature resumption in August 1838..... The banks are just as 


good, and better and more solid, under a season of suspension as under 
its opposite.” ** 

Meanwhile, the New York banks had succeeded in resuming pay- 
ment of their obligations, May 10, 1838, the anniversary of the sus- 
pension. This was a real hard-money achievement, due largely to 
Gallatin and the Bank of England, in which the professedly hard- 
money administration had little if any part. Instead it had to violate 
with its eyes open the professions that Jackson had violated without 
knowing what he was doing. While still trying to distribute a federal 
“surplus” which had turned into a deficit, it had to resort to issues of 
Treasury notes, which its hard-money zealots believed unconstitutional. 
It had to go still further and tolerate what Biddle had demanded: the 
specie circular was repealed in May 1838, the subtreasury bill was 
defeated in June, and in July the Treasury had to accept—to its sub- 
stantial relief—a credit of four to five million dollars on the books 
of the Bank of the United States in anticipated payment of amounts 
due the government in liquidation of its shares.*” This last transaction 
made the bank a depository of the government some five years after 
Jackson had ordered that its predecessor, a better institution, cease to 
be used as depository. 

By the fall of 1838, banks everywhere were back on a specie basis, 
and, although this was mainly due to the efforts of Wall Street and 
Albert Gallatin, it was Biddle who had the prestige. He was riding 
on the crest. “All that it was designed to do has been done,” he wrote 
John Quincy Adams in December 1838; and he was about to retire.** 
Two months later, February 1839, he was Van Buren’s guest of honor 


41 Philadelphia Gazette, October 10, 1839. 

42 These represented payment of $7,900,000 to the government for its stock in the bank. 
This sum included a premium of about $1,000,000, besides which the government had 
received dividends of over $7,000,000 during the twenty years of the bank’s existence. The 
net gain to the government from its original investment of $7,000,000, which it paid for 
in bonds, is estimated by Knox at $6,000,000 and by Catterall at $8,000,000—John J. Knox, 
History of Banking, p. 79; R. C. H. Catterall, Second Bank, p. 474. In the settlement for the 
government stock, agreed upon in 1837 (Catterall, Second Bank, pp. 373-75), the administration 
had held out for a premium in a way which indicated it had no doubt of the bank’s solvency. 

43 290th Congress, 1st Session, House Document No. 226, p. 408. 
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at the White House. “This dinner went off very well,” according to 
James A. Hamilton, “Biddle evidently feeling as the conqueror. He 
was facetious and in intimate converse with the President.” ** A month 
later Biddle retired from the bank, its affairs being, he said, in a state 
of great prosperity and in able hands.** The same day the directors 
were unanimous in describing him as one who had “performed so 
much and so faithfully” and was leaving the bank “prosperous in all 
its relations .. . . and secure in the respect and esteem of all who 
are connected with it in foreign or domestic intercourse.” *° 

Six months later, in the fall of 1839, the bank suspended payment 
of its obligations. It resumed and then suspended again. In 1841, after 
two years of dismayed inquiry and recrimination, it was assigned to 
trustees for liquidation. 

The stockholders were stunned, and then they turned on Biddle. 
In the summer of 1840 he was told that he owed the bank an “over- 
advance” of about $320,000 on an old account. This he denied. Never- 
theless, “though he did not recognize the claim” and although 
“neither law or equity made it necessary to pay,” he did so—mostly in 
Texas bonds which were accepted at more than market value. The 
stockholders next turned to litigation and thereafter seem to have kept 
Biddle continuously in the courts. In January 1842, he and former 
associates in the bank were arrested on charges of criminal conspiracy 
and put on $10,000 bail each. The charge was that they had conspired 
“to cheat and defraud the bank by obtaining therefrom large advances 
upon shipments of cotton to Europe,” and “by the unlawful receipt 
and expenditure of large sums of money, the application of which is 
not specified upon the books.”*’ The court of General Sessions was 
occupied two weeks with habeas corpus hearings, twenty witnesses 
being examined and “all the books and papers of the bank brought 
into court, where they underwent a most searching investigation.” 
Biddle’s attorneys let his case stand on the evidence of the prosecutors. 
“As soon as the testimony for the prosecution was finished, the counsel 
for Mr. Biddle offered to leave the matter to the court without argu- 
ment.” ** The court found evidence lacking that the acts charged 


44 R. C. McGrane, Correspondence of Biddle, p. 337; Reminiscenses of James A. Hamilton 
(New York: Charles Scribner’s Sons, 1869), p. 312. 

45 Niles’ Weekly Register, LVI (April 6, 1839), p. 84. 

46 29th Congress, 1st Session, House Document No. 226, p. 486. 

47 29th Congress, 1st Session, House Document No. 226, 419 ff., 475 ff.; also opinion of 
Judge Barton, Philadelphia Inquirer, May 10, 1842. 

48 Philadelphia Public Ledger, April 11, 1842. 
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involved fraud; for they were known to the directors and approved 
by them. Of any fraudulent coalition it found nothing to justify even 
a reasonable suspicion.*® Two judges concurred in this decision; one 
dissented. 

A few weeks later another suit was instituted. The stockholders 
filed a bill of equity in which they asked that Biddle and one of his 
former associates be required to account for $400,000 of the bank’s 
funds. The bill was dismissed December 1844, the court holding that 
information which might incriminate the defendants could not be 
required of them.”’ But Biddle was no longer living. He had died ten 
months before, February 27, 1844, aged fifty-eight. 


IV 


The failure of the B.U.S. leaves two questions one would like to 
have answered: What was the actual condition of the bank? How 
responsible was Biddle for it? The Jacksonians had easy answers, of 
course, and jeered triumphantly; matters had proved to be even worse 
than they had said, Biddle had known the bank was rotten, and 
having enriched himself he had striven to leap clear in time but had 
been caught. The Democratic press was hot with invective and ribald 
ridicule of the great Regulator, the old Nick, the prestidigitatorial 
wizard who had crowned a career of astounding performances by 
consummately destroying everything he had done, and himself with 
i 

To say with Biddle’s political enemies that the bank was “rotten” 
is putting it both vigorously and vaguely. No one can be precise in 
such a matter, for in a long and complicated liquidation involving 
suits and technical decisions respecting the admissibility of claims, the 
completeness of the settlement must be subject to interpretation. But, 
according to a trustee quoted by Knox, the creditors were paid in full, 
principal and interest, though the bank’s capital was entirely absorbed, 
and the stockholders got nothing.’ This would mean a shrinkage of 
about one fourth of the value of the bank’s assets, roughly speaking. 
The 7,000 bank failures in the United States in the ten years, 1921-1930, 
entailed estimated losses of about one third of the total deposit 

49 Philadelphia Public Ledger, April 30, 1842. The court had much to say of “the singularly 
loose method” by which the directors had conducted the business of the corporation. 

‘ per of the United States v. Biddle, Parsons’ Select Cases in Equity (Philadelphia, 1888), 


51 Democratic Review, Il (December 1838), 372-73. 
52 John J. Knox, History of Banking, p. 79. 
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liabilities.°* The comparison is crude, but I think it warrants the 
opinion that the condition of the B.U.S. was rotten only in a hyper- 
bolical sense. Moreover, it is to be borne in mind that values usually 
diminish in liquidation, that the portfolio to be liquidated was the 
country’s largest, and that the process, which ran to 1856, had to be 
undertaken in a period when buyers were not eager nor prices buoyant. 
The stockholders in 1841 insisted to the legislature that the bank 
could pay all its creditors and requested lenity so that losses might be 
minimized.”* These things make me think that the bank in 1839 may 
have been in a situation little if any worse than that which Jones had 
got its predecessor into twenty years before and from which Cheves 
rescued it. 

As for the second question—Biddle’s responsibility—it seems to me 
clear that policies put into effect by him led to the bank’s failure but 
that he had no realization or suspicion of what was developing. The 
policies included prodigal loans on stocks, especially to officers and 
directors of the bank, heavy investments in corporate stocks and 
speculative bonds, and purchases of cotton and other agricultural 
commodities for export. The cotton transactions were undertaken in 
the emergency of 1837 as a means of sustaining domestic commodity 
prices and providing European exchange. They succeeded initially, 
but once begun they were hard to stop, and they produced loss, litiga- 
tion, and recrimination that was probably more damaging to Biddle 
himself than to the bank. The loan and investment policy was begun 
as early as 1835 when it looked as if the bank would have to liquidate: 
the active assets were converted into loans on stocks in preparation for 
a long period of liquidation. But when the Pennsylvania charter was 
obtained, the policy was not abandoned. Instead it was adapted to the 
vaster prospects of manifest destiny and empire building. Loans were 
made with a lax grandiosity. “It seems to have been sufficient,” accord- 
ing to a stockholders’ committee report later, “to obtain money on 
loan, to pledge the stock of ‘an incorporated company’, however 
remote its operations or uncertain its prospects.” Partly from choice 
and partly from the extortionate requirements of its charter—which 
Biddle should never have accepted—the bank also became the 
owner of such stocks outright; in 1840 it had shares in more than 
twenty other banks, some of which it wholly controlled, and great 
holdings in railways, toll bridges, turnpikes, and canals, besides 


53 Federal Deposit Insurance Corporation, Annual Report (Washington, 1940), p. 66. 
54 29th Congress, 1st Session, House Document No. 226, p. 533. 
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speculative bonds issued to finance “public improvements.” *’ These 
investments immobilized the bank’s funds so that it was without active 
means to repay the government for its stock, to honor its $20,000,000 
of circulating notes, which soon began to be rapidly presented for 
redemption, and to meet its charter obligations, which in five years 
made it divert more than a third of its capital “to purposes of the 
state.” To meet these requirements, the bank was driven into the 
market as borrower, both at home and abroad. These borrowings were 
begun by Biddle, and his successors turned to them more and more. 
Hence the bank came to be progressively incurring new obligations 
harder to meet than the old. The pressure mounted swiftly, so that a 
situation of apparent comfort in the spring of 1839 had passed into one 
of agony in the fall. These were the six months between Biddle’s 
retirement and the bank’s suspension. The bank had for years been 
growing more and more illiquid, but the condition had remained 
concealed by confidence. Once the illiquidity was suspected, however, 
the bank’s creditors woke up with a start, and its obligations became 
instantly menacing. The suddenness of the change depended not on 
existence of the condition but on recognition of it. 

According to one view, Biddle cannot be blamed for the bank’s 
failure—it happened six months after he had retired. Well, granted 
that Biddle was gone, the bank was in the hands of successors who 
besides being heirs to his policies had been trained in his school. And 
this school, according to the evidence of stockholders’ reports and court 
records, was one of extreme administrative inefficiency. The directors, 
dazzled by Biddle, knew nothing and approved everything. There 
were special procedures for special transactions, items being carried 
in the teller’s drawer till it was expedient to post them. Accounts of 
the old bank were continued on the books of the new as if the cor- 
porate continuity was unbroken; and the notes of the old were kept 
in circulation by the new—a practice which particularly outraged 
Gallatin. It was in this atmosphere that Biddle’s successors learned to 
manage the bank, and if they came to grief it cannot be said that it 


55 Laws of Pennsylvania 1835-36, p. 43; 29th Congress, 1st Session, House Document No. 226, 
Pp. 532. See report of the stockholders’ committee, April 3, 1841, 29th Congress, 1st Session, 
House Document No. 226, esp. pp. 414-16, 425 ff. This report confirms, it seems to me, the 
opinion of Judge Barton a year later. I do not go into the cotton transactions, which Judge 
Barton discusses at length, because to discuss them adequately takes too much space. They 
show Biddle’s audacity, ingenuity, and casuistry, but it is not clear that they cost the bank 
much, except indirectly by deterioration of management. The loan policy, though less irregular, 
did the bank more direct damage. 
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was merely because they had not his ability. He would have come to 
grief himself.°° 

That Biddle must bear responsibility for the bank’s condition is one 
thing; but that he had a guilty consciousness of its condition is quite 
another. Although the tradition of his dishonesty is held both by the 
Jacksonian partisans and by some scholars, I think it rests on a trite 
and stiffly moralistic view of the facts. If he realized how seriously 
wrong things were, it was an instance of objective analysis and cold 
self-appraisal unique in his career. I cannot believe him capable of it. 
He was eminently of a sanguine disposition, as is emphasized in the 
characterization of him by Catterall, who has given him more atten- 
tion than any other historian. Caution and modesty were probably 
never among his more conspicuous virtues, and Jackson’s attack did 
not enhance them. In the years 1836 to 1839, when he was laying down 
a new course for the bank, he was at the height of his career, it then 
seemed, and flushed with victory. He had blundered when he forced 
the issue of recharter in 1832, and Jackson had whipped him in the 
elections that year, in the veto, and in the removal of the deposits in 
1833. But by 1838 he seemed to have retrieved his blunder and defeat. 
He had found sanctuary for the bank in the Pennsylvania jurisdiction, 
where Jackson could only gnash his teeth at it. He could point scorn- 
fully at the situation compounded of the panic of 1837, the specie 
circular, and distribution of the federal surplus. By 1839 he was the 
honored guest of Van Buren in the White House, and he could boast 
that the bank was again a government depository, that the inde- 
pendent Treasury scheme was rejected, and that the specie circular 
was repealed. He had triumphed over the Jacksonians on the points he 
cared most about. He even claimed credit for resumption, patronized 
Wall Street, and acted as the impresario of national monetary policy. 
It was in the fatuous mood of wishful thinking and expansive imagina- 
tion stimulated by these illusive developments that he administered 
the bank after the failure of Jackson’s attempt to annihilate him. 
If Biddle, at the height of his success in the winter of 1838-1839, 
examined his achievements objectively and concluded that all he had 
done mounted up to either a colossal fraud or a colossal mistake, he 
must have been a very remarkable character indeed. Yet that is what 
the tradition of his moral guilt requires one to believe. I find more 

56 For some account of the bank’s methods, see Sister M. Grace Madeleine, Monetary and 


Banking Theories of Jacksonian Democracy (Philadelphia: The Dolphin Press, 1943), chaps. iv 
and v. The author seems to believe Biddle morally culpable. 
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credible the less dramatic possibility that, being a man of very sanguine 
susceptibilities, he was simply carried away by success and self-con- 
fidence, by the grand scale of his activities, and by the daily exercise 
of more power, as he put it, than the President of the United States 
possessed. I believe he had lost the faculty of recognizing his own 
mistakes. The series of letters he wrote in 1841—prolix, specious, 
declamatory compositions in which he unconvincingly insisted that 
the bank had been in sound condition when he left it—seem to me 
the pathetic efforts of a man confounded by other things than guilt: 
by surprise, incredulousness, grief, anxiety, and shock.’ His friends 
were at no less a loss; the most they could say in his favor was to 
protest at those who had been his sycophants while hoping to prosper 
but who turned against him with a “malicious prosecution” when 
their common fortunes collapsed.”* 

The hostility of Jackson to the Bank of the United States was in the 
first instance a matter of principle, the bank belonging to a monetary 
system and to a theory of federal powers which he disapproved; but 
later he and his followers could allege also that the bank was rotten 
and Biddle dishonest. That allegation was, in fact, emphasized more 
than the original principle. But if the bank was not rotten and Biddle 
was not dishonest, then what may be called the moral grounds for 
Jackson’s action disappear leaving no defense except in charity 
to his good intentions. All he did was destroy a wisely developed 
monetary system. The administration of that system by the B.U.S. 
was admirable but might have been strengthened and improved had 
not Jackson’s views been so radical and his temper so intransigent. In 
particular, had his demoralizing attack never been made Biddle would 
not have been stimulated to undertake his later grandiose and tragic 
course. But the blame must be shared by Biddle. The fury and the 
folly of these two ruined an excellent monetary system—as good as 
any the country has ever possessed—and left a reckless, booming 
anarchy. 

When the career of Nicholas Biddle is given the study its importance 
deserves, it may appear that the earlier part of it, when he was a 
central banker, was something less than brilliant and that the later 
part, when he was an empire builder, was something worse than 
overweening. But, as it is, the evidence indicates an inventive, facile, 
dynamic person—vain and not too painfully honest under pressure— 


57 29th Congress, 1st Session, House Document No. 226, pp. 475-516. 
58 Philadelphia Public Ledger, April 1, 1842. 
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who encountered a bigoted interference with his extremely able 
management of an institution purposing to restrain the inflationary 
abuse of bank credit; who naively trusted the rightness of his position, 
contemned his adversary, defied him, and, after a smart defeat which 
he refused to acknowledge, achieved an illusory victory; who then, 
with overblown confidence in his own judgment, in the economic 
future of the country, and in the alchemic powers of bank credit, 
committed himself to empire building; who did things the ingenious 
if not the right way; and who reckoned on a faster and less fluctuant 
growth than the country actually had. In all this he went with the 
times. When an opposition that was locofoco on one side and laissez 
faire on. the other overcame him, he joined the latter and likelier of 
the two. Having been stripped of the Hamiltonian garments of 
central control, he gladly put on the gayer ones of free enterprise. Yet 
Biddle was attracted more by the statesmanship of enterprise than by 
enterprise itself. As a central banker, his policy had been governed 
properly by public interest rather than profit.” As empire builder also, 
he led the bank into affairs of national scope and purpose.” He upheld 
the nation’s foreign financial obligations. He intervened with both 
parties on behalf of Texas, whose government he had financed."* He 
resisted Jackson’s monetary measures with a determination more 
patriotic than discreet. His retirement from the bank at the age of 
fifty-three must have been greatly influenced, and very reasonably, by 
political ambitions. Only a few weeks before announcing that he 
would retire, he had been advised by Thomas Cooper that his can- 
didacy for president of the United States was not immediately prac- 
ticable because of the “prevailing ignorance and prejudice about 
banks”—the general suspension being still a recent matter—and that 
“some years hence” prospects might be better.” The bank’s difficulties 
from 1839 on blanked out these prospects wholly. They did more. 
Biddle had rebounded from the earlier frustration that ended his 
career as central banker; from the disaster to his later career he had 
no power to turn. John Quincy Adams had dinner with him en 
famille, November 22, 1840, and talked long with him. “Biddle,” he 

59 See his criticism of “mere men of business” as administrators of the B.U.S.—R. C. 
McGrane, Correspondence of Biddle, p. 27. 

60 It will be recalled that, in his earlier literary days, he prepared a popular edition of the 
Lewis and Clark journals. 

61 R. C. McGrane, Correspondence of Biddle, pp. 325, 333, 335; C. H. Van Tyne, Letters of 
Daniel Webster (New York: McClure, Phillips and Company, 1902), p. 213. 


62. R. C. McGrane, Correspondence of Biddle, p. 333. See also earlier correspondence with 
Thomas Cooper regarding the presidency, pp. 272, 277-282, 293, 296, 323. 
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wrote, “broods with smiling face and stifled groans over the wreck of 
splendid blasted expectations and ruined hopes. A fair mind, a bril- 
liant genius, a generous temper, an honest heart, waylaid and led 
astray by prosperity, suffering the penalty of scarcely voluntary error— 
tis piteous to behold.” * He died a little more than three years later, 
in reduced circumstances if not insolvent. 

Besides the Jacksonian view of Biddle and the view that I have 
opposed to it, there is another I have already mentioned. Its dis- 
tinction is its calm silence about the unhappy events, whether 
discreditable or tragic, of Biddle’s last years. In R. C. McGrane’s 
Panic of 1837, the bank’s failure is alluded to, and Biddle’s connection 
with it is dismissed in a footnote: “It should be noted that Biddle was 
now out of office, and can not be held responsible for what the bank 
did at this period.” In the published correspondence of Nicholas 
Biddle, edited by Mr. McGrane, there is nothing that deals with the 
things that made Biddle’s last years so miserably unlike those of his 
prime—the bank’s failure, the loss of money and esteem, the prosecu- 
tion of suits against him. And similarly in the article on Biddle in the 
Dictionary of American Biography, no mention is made of his last 
years’ being clouded by any trouble whatsoever. Such reticence and 
piety contrast genteelly with the bitterness he actually suffered and 
with the judgment that he belonged in jail.™ ; 

Two things combined to give Biddle’s fall a supererogatory black- 
ness. One was the sheer drama of the event. The largest corporation in 
the country—one of the largest in the world—had fallen suddenly 
from its splendid success into sprawling collapse at the very feet of 
the genius who had only recently with grand gestures relinquished 
its management. It was a denouement that stimulated the imagination 
to make worse what was already bad enough. The other aggravation 
of the story came from political motives. Biddle and the bank had 
never been warmed to by the Whigs, and Biddle’s own ties were less 
with them than with the Democrats, but the latter naturally sought to 
make the bank seem Whig.® They had great success; the debacle 


63 John Quincy Adams, Memoirs, ed. C. F. Adams (Philadelphia: J. B. Lippincott and 
Company, 1876), X, 361. 

64 Reginald C. McGrane, The Panic of 1837; Some Financial Problems of the Jacksonian Era 
(Chicago: The University of Chicago Press, 1924), p. 205; R. C. McGrane, Correspondence of 
Biddle. The Jacksonian opinion of Biddle is reflected in Arthur M. Schlesinger, Jr.’s, Age of 
Jackson (Boston: Little, Brown and Company, 1945), which I have not referred to in this 
essay because I reviewed it in the May 1946 issue of this JouRNAL. 

65 It is not clear which party Biddle supposed might make him president. The second Bank 
of the United States was both nurtured and destroyed within the Democratic party. Its 
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helped to distintegrate the Whigs and strengthened the Jacksonians 
immeasurably. As a result, partisan views have dominated subsequent 
judgments and given Biddle the incidental and thankless role of 
darkened background to the glories of Andrew Jackson; and his 
achievements in credit policy, especially in the earlier and more 
admirable phase when he was a pioneer central banker, have been 
forgotten. Nowhere has he been studied adequately in his own right 
as a man of significant accomplishments, shortcomings, and mis- 
fortunes. Yet, in intellectual capacity, force of character, public spirit, 
and lasting influence, he was comparable with any of the contem- 
poraries of his prime. 

The withering that overtook Biddle’s fame did not extend to his 
philosophy and example, which turned out to be triumphant, though 
with no acknowledgment to him. The monetary views of Gallatin 
and of Jackson are both obsolete, but Biddle’s have a sort of pragmatic 
orthodoxy. He sought to make monetary policy flexible and com- 
pensatory rather than rigid. His easy-money doctrine had its source in 
a vision of national development to which abundant credit was essen- 
tial. The majority of his countrymen have agreed with him. They have 
dismissed the man, but they have followed his ideas, especially his 
worse ones. They have shared his bullishness and his energy. They 
have not liked Jackson’s primitive ideals of a simple, agrarian society, 
- except in their nostalgic moods. They have not understood Gallatin’s 
noble aversion for the fierce spirit of enterprise. They have exploited 
the country’s resources with abandon, they have plunged into all the 
debt they could, they have realized a fantastic growth, and they have 
slighted its cost. Gallatin personified the country’s intelligence and 
Jackson its folklore, but Biddle personified its behavior. They closed 
their careers in high honor—he closed his in opprobrium and 
bewilderment. 
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creators and friends included Madison, Monroe, Gallatin, and Crawford; its three presidents, 
Jones, Cheves, and Biddle, were party members. Its greatest enemies were likewise pillars of 
the party—Jackson himself, Benton, and Taney. Jackson’s cabinet was divided. The Whigs 
championed the bank less for its own sake than because Jackson’s course left them no choice, 
and they abandoned it with relief as soon as they could. They were not interested in having 
bank credit restricted. 








Inner Asian Frontiers: 
Chinese and Russian Margins of Expansion” 
I 


HE American tradition emphasizes the importance of sea power, 

especially the great age of sea power which began with Columbus 
and led first to the expansion of Spain and Portugal and then to the 
empire building of England, Holland, and France, and the develop- 
ment of North America. In America itself we are also familiar with 
the epic march across the continent to the Pacific, and the way in 
which the expanding frontier shaped, or at least strongly influenced, 
our society and our institutions, as expounded by Turner.’ Even our 
continental history, however, was initiated by the crossing of the 
Atlantic; and from then on even our period of most active continental 
expansion was never free of the influences and effects of sea power, 
sea-borne commerce, the investment of European capital, and accelera- 
tion of population growth by the immigration of Europeans. 

We are less familiar with the modes of history in areas of vast 
expanse, with considerable populations, which are not merely “con- 
tinental” but continent-bound. The influence of sea power was not 
absent from the earlier history of China, India, and Persia, but it was 
not decisive until the coming of the Europeans. In Russian history, 
access to the sea was of early importance; but control over sea routes was 
an ambition of late development. The earlier history of Eurasia was con- 
tinent-bound. Major routes of migration and trade led from one land 
to another without crossing salt water. States and dynasties rose and 
fell in alternating integration and distintegration, expansion or con- 
traction of the area occupied, and cohesion or splitting up of popula- 
tions—all within land areas in which the units were of vast dimension. 

Today, as the result of three and a half centuries of convergence, 
since about the year 1600,” the potentials of expansion by sea and 
expansion by land interact with each other more closely than ever 
before; and to them has been added the potential of expansion by air. 


* A paper presented at the sixth annual mecting of the Economic History Association at the 
Johns Hopkins University, Baltimore, Maryland. 

1 Frederic Jackson Turner, The Frontier in American History (New York: Henry Holt and 
Company, 1920). 

2 Within twenty years before and twenty years after the year 1600 the following events, 
among others, mark the beginning of the “convergence” of world history: defeat of the 
Spanish Armada; founding of the various East India companies; beginning of the Cossack 
conquest of Siberia and of the Manchu conquest of China; Tokugawa Shogunate in Japan; 
founding of Quebec in Canada and of Plymouth in New England. 
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In two world wars within a quarter of a century we have become 
familiar with the problems both of strategic logistics and economic 
logistics that arise when power based on control of the sea clashes with 
power based on control of the land. Most recently of all, the spec- 
tacularly increasing importance of power in the air, spanning greater 
and greater distances over both sea and land, has captured the imagina- 
tions of all and inflamed the imaginations of some. 

The mixture of the novel and the familiar in current thought has 
made it easy to speculate about competing powers of expansion. It is 
increasingly fashionable to discuss the frontier between China and 
Russia as a zone of impending conflict. 

Some of the characteristics of the terrain encourage speculation of 
this kind. In the east are China’s northeastern provinces (Manchuria), 
the northern part of which, adjoining Siberia, has not been fully opened 
up. In the center is Mongolia. In the west is Sinkiang, or Chinese 
Turkistan. The whole terrain is thinly populated. To the north lies the 
great military power and rapidly growing industrial power of Russia. 
To the south lies the immense reservoir of Chinese man power. It is 
easy to predict that China and Russia must roll forward to meet each 
other in this comparatively empty terrain. It is almost equally easy to 
predict that American industrial and strategic resources will be brought 
up to reinforce the man-power resources of China. 

To appreciate the true situation, however, and the real nature of the 
problems inherent in the situation, it is advisable to analyze the past 
and appraise the present before speculating about the future. Above 
all, it is well to weigh the economic history of the frontier regions and 
of the countries that abut on them. In the following discussion attention 
will be directed primarily to the Chinese-Russian frontier; but it 
should be borne in mind that much that is true of the Chinese-Russian 
frontier can be matched, or at least approximated, on the Northwest 
Frontier of India (which does not quite touch the Russian frontier), 
in Afghanistan, in Iran, in Iraq, and in Turkey.® 


II 


A primary difference must first be noted between “the frontier,” in 
the Turner sense, as it once existed in America, and “the frontier” as it 
has long existed and still exists in the heart of the land mass which 
includes both Europe and Asia. The Europeans who came to America 


3See the introductory remarks in Owen Lattimore, “The Outer Mongolian Horizon,” 
Foreign Affairs, XXIV (July 1946). 
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and the Indians whom they found in America had utterly separate his- 
tories. They belonged to cultures that had had no contact whatever with 
each other. No such chasm ever existed between Europe and Asia, 
where from the dawn of history there had been mingling of peoples and 
interchange of cultures through migration in the great steppe zone 
that reaches into Mongolia and Northwest China, South Siberia, South 
Russia, Hungary, a great part of the Middle East, and right up to the 
highlands of Afghanistan and the mountain gates of India. 

When the Europeans landed on the Atlantic coast of America, they 
already had a more diversified economy, stronger forms of social and 
political organization, a higher technology, and more powerful 
weapons than the Indians. In their advance across the continent no 
important territory taken from the Indians was ever lost to the Indians 
again. No communities of white settlers lived under Indian rule. The 
spread of colonization and all forms of development and exploitation 
was essentially a straight-line advance. When the Pacific was reached 
and the march ended, the Indians, though not exterminated, had been 
shouldered aside from history. Their various economic and tribal 
organizations had been disrupted. Politically, they became wards. 
Economically, most of them became dependents and paupers. 

There was never an overland advance from Europe into Asia, or 
from Asia into Europe, which in this way obliterated one period or 
phase of history and replaced it with another.* There was, instead, an 
unending ebb and flow of the human tide. The fact that one of the 
most important language families is the Indo-European family is one 
product of this process. Conquest of what we now call “Europeans” by 
what we now call “Asiatics” is as normal a phenomenon in history as 
conquest of Asiatics by Europeans.’ In fact, the use of the terms 
“Asiatic” and “European” with a “racial” connotation is a late develop- 

4It is indeed a traditional Russian view that under the “Tatar yoke” of the Mongol conquest, 
beginning in the thirteenth century, the culture of Kiev was “obliterated” and the spread of 
the tradition derived from Byzantium abruptly terminated. The contemporary Russian view, 
however, is not so extreme. See the Soviet school text, Istortya SSSR (History of the USSR), 
ed. A. M. Pankratova (Moscow: Uchpedgiz, 1941), I, 76-80. Here Marx (rather than a 
Russian source) is cited for the statement that “the Tatar yoke did not merely oppress, but 
outraged and withered the very soul of the people’; but on the other hand the point is 
made that the feudal nobles and the Orthodox clergy (who were of course bearers of what was 
left of the “higher” culture of Kiev and the Byzantine tradition), managed to save something 
for themselves by integrating themselves into the governing and tribute-collecting system of 
the Mongol Khans of the Golden Horde. 

5 For a summary of pre-Mongol conquests on the Asiatic frontier of Russia, see George V. 
Vernadsky, A History of Russia (revised ed.; New Haven: Yale University Press, 1930). 


Even better is a book published by the same author in Germany: G. V. Vernadskii, Opyt 
Istorit Evarzit (A Sketch of the History of Eurasia) (Berlin: Izdanie Evraziitsev, 1934). 
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ment, which confuses more than it clarifies the problem of the classifi- 
cation of peoples. There are elements in the populations of Iran, 
Afghanistan, India, and Russian and Chinese Central Asia which 
should be called “European” if “European” were correctly used as a 
“racial” designation. Conversely, there are groups in Europe which are 
“European” only by location but “Asiatic” by derivation and physical 
affinity. 

In the overland ebb and flow of migration, conquest, and trade 
between Europe and Asia the complete displacement of one population 
by another is so rare that I cannot call to mind a single indisputable 
case. Even the great massacres ordered by such conquerors as Jenghiz 
(Chingghis) and Timur did not achieve complete depopulation, and 
probably were not intended to. They appear rather to have been crude 
attempts to exterminate certain classes of the population. 

It is also exceptional to find the subjugation of one people by another 
people so complete that all of the conquered became “subjects” while 
all of the conquerors were established as “rulers.” The conquered 
people originally had a stratified order of rulers and ruled, and so did 
the conquerors. Therefore some of the rulers of the conquered people, 
by choosing just the right moment to end their resistance, were nor- 
mally successful in getting themselves incorporated into the ruling 
class of the conquerors, where their familiarity with local conditions 
made them ‘useful. Conversely, the subject class of the conquerors 
always tended to merge into the subject class of the conquered. Whether 
this double merging took place rapidly—sometimes almost immediately 
—or was delayed for generations or even centuries depended on the 
conjunction of many factors, among which the economic factor was 
always important; but of the phenomenon itself there can be no doubt. 

In the history of the American frontier such processes are to be met 
with only in rudimentary form. The claim to pseudo—“aristocratic” 
family status because of descent from Pocahontas is exceptional. We 
are familiar also with the “squaw man” trader or trapper who adopted 
Indian ways in order to improve his economic opportunities, and with 
the Indian scout who served with American troops in fighting 
“hostiles”; but the trader did not found a permanent class of traders 
with specialized functions, nor did the scout establish a permanent 
class of military auxiliaries. 

In the ebb and flow between Europe and Asia, on the other hand, 
such processes are of major importance. There are Mongol clans of 
Chinese, Manchu, and Central Asian Turkish origin, and even some 
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which assert their Korean origin. There are also Mongols who stem 
from such tribal constellations as the Jurchid and Kitans, which 
flourished before the new collective term “Mongol” became established 
at the turn of the thirteenth century. 

In China, similarly, there are clans and clan families of Mongol, 
Turkish, Persian, and Arab origin. The conversion of Manchu clans 
into Chinese clans was slower, but is now also virtually completed. 
Prior to the conversion of Manchus into Chinese, of course, and espe- 
cially in the fifty years before the final Manchu conquest of China, 
while the Manchu military power was snowballing into a larger and 
larger organization, there was a large-scale absorption of Chinese, 
Mongols, and Koreans into the Manchu “banners,” and a further 
enlistment of Chinese and Mongols in hereditary auxiliary “banners,” 
which did not have full Manchu status. 

Similar processes are quite normal throughout the terrain of ebb 
and flow. It is well known that the majority of Indian Moslems are of 
Hindu origin. Many of the leading families of Anatolian Turkey are 
of non-Turkish origin. There were noble families in Russia of Tatar 
and Mongol and other “tribal” origin, and the process of mingling 
was even wider among the common peoples. The Cossacks originated 
in the partial adoption of the way of life and the social organization 
of the steppe peoples by Russians, Ukrainians, and Poles;-and since 
many of them were runaway serfs, without wives, the intermingling 
with the steppe peoples was physical as well as cultural. In quite recent 
times peasants and Cossacks, penetrating into Outer Mongolia as 
individuals rather than groups, were absorbed into the Mongol society 
and even rose to minor rank in the tribal administrative structure. 

In all of these transformations the economic factor has always been 
of cardinal importance. The primary distinction is between agriculture 
and steppe nomadism. Agriculture is an intensive economy. Steppe 
nomadism is an extensive economy. Rainfall agriculture is extensive 
as compared with irrigated agriculture, especially oasis agriculture, 
but intensive as compared with the herding of livestock on the open 
range. Similarly, the herding of sheep on good pasture is intensive as 
compared with the herding of camels in the thin scrub of the desert; 
but all herding economy is extensive as compared with any agricultural 
economy. On the other hand, all herding is intensive as compared 
with the economy of forest-dwelling hunting tribes. The range of 
economic variation can be stated in terms of population density: the 
scantiest population per square mile (within the geographical range 
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which is here in question) is among forest hunters; next come the 
steppe nomads; a population dependent on rainfall agriculture is 
markedly more concentrated; and by far the densest population is that 
which is supported by irrigated agriculture. 

Exceptionally rich data of economic history can be utilized by 
working along this approach. 


Ill 


In China, the evolution of the entire cultural complex is influenced 
by irrigated agriculture. There are differences between Yellow River 
China and Yangtze and trans-Yangtze China which are of the greatest 
importance in the internal history of the Chinese people, but for the 
present discussion Yellow River China is the significant area. This 
region, merging northward and northwestward into the steppe, lies 
on the variable margin of the monsoon climate. Rain “wanders” into 
it from the monsoon winds blowing past, but not against, the coast of 
North China. Hence the determining climatic factor is that the 
distribution of rainfall within the year is much more erratic than the 
total yearly precipitation. Next in importance is the fact that the 
variability increases, and at the same time the total yearly precipitation 
decreases, toward the north and northwest. Crops which depend 
entirely on rain may be washed out by cloudbursts, or they may wither 
if the rain comes too early or too late. 

This characteristic of the climate gave an early and continuing 
impetus to the development of irrigation as a method of evening the 
distribution of water over the planting and growing season. The 
importance of the water factor is reinforced by a peculiarity of the 
loess soil which is widely distributed over North and Northwest China. 
The loess contains an apparently inexhaustible store of chemicals (from 
decayed organic matter), which works its way to the surface by 
capillary attraction when water soaks down from the surface and is 
then drawn back again by evaporation. Because of this natural mechan- 
ism, loess soil retains its fertility over centuries, even without the 
application of manure. 

The soft loess soil, without stones and with a natural vertical cleavage 
which makes it easy to maintain ditches, can be worked with the most 
primitive tools. Iron implements of the present day, preserving the 
exact shape and often the exact size of neolithic implements found in 
the same localities, suggest that irrigation began in the Stone Age. 
Isolated patches of irrigation, in Northwest China and Chinese Central 
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Asia, fed by a tiny stream or even a spring, and worked on a scale of 
labor no greater than that of the individual family, probably preserve 
to this day the essentials of the neolithic irrigated agriculture. 

Increased production and security, resulting from irrigation on a 
small scale, obviously encouraged irrigation on a larger scale. The irri- 
gation of larger river basins, however, required collective labor—a step 
of the utmost importance in social evolution. The complex which 
eventually developed had the following main characteristics: dense 
population per square mile, providing corvée labor for the maintenance 
of ditches (for irrigation) and dykes (against flood); a maximum 
application of hand labor to irrigated fields, to produce the maximum 
of food per acre—almost per square foot; and political and military 
emphasis on the control of stored surplus grain in granaries. There 
thus grew up a strong tendency toward a “cellular” structure over wide 
areas, namely, walled cities, each standing in an intensively cultivated 
area, forming both a political and an economic unit, the countryside 
feeding the city, the city serving as a center of trade and artisan handi- 
crafts and providing security for officialdom and for granaries. As soon 
as an imperial superstructure was built up over these cellular units 
there followed an unending rivalry between the imperial authority 
and the local potentates, either in their private capacity as landlords or 
their official capacity as delegated tax farmers for the central imperial 
authority, over the control and disposition of the grain surplus of each 
cellular unit. Both as officials and as landholders the ruling classes had 
a vested interest in a permanent surplus rural population, so that agri- 
cultural labor should compete against itself, giving the landlord the 
maximum advantage over the tenant. 

Out of the complex as a whole there arose “the Asiatic paradox,” 
which is found not only in China but in every region of irrigated 
agriculture in Asia. This paradox consists in the fact that in Asia the 
place to look for perennial malnutrition, frequently reaching the degree 
of chronic semistarvation, is in the districts which produce the most 
food per acre. The explanation lies in the following conditions: the 
surplus population makes labor so cheap that the landlord prefers 
human labor to mechanization, because mechanization requires invest- 
ment of working capital, while human labor, if sufficiently defenseless, 
provides a yearly grain tribute without capital investment except in 
the purchase of land. On the other hand, intensive application of 
human labor to the growing of food means so many mouths to be fed 
that if the working farmer were to eat his fill, there would be little or 
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no surplus. The landlord therefore makes tenant compete against 
tenant to see which will offer him the highest rent in grain. The suc- 
cessful tenant eventually finds that he cannot both grow enough food 
and eat enough food. If he is to satisfy the landlord with enough surplus 
food he must resign himself to going without enough food to satisfy 
himself and his family.° 

Inseparable from the Asiatic paradox in economic history is the 
failure of Asia to develop out of its own growth and evolution the kind 
of capitalism that evolved in western Europe—and in the United 
States, in whose early history lack of population stimulated the inven- 
tion of machines. In Asia, wherever the Asiatic paradox operated—and 
it operated over a wide enough area to dominate even areas in which 
cultivation was less intensive—the major vested interest was committed 
to a tribute return on purchase capital invested in land. The vested 
interest was therefore suspicious of working capital invested in produc- 
tive processes looking to a return in money, or interest. There is room 
here for only one example. In China the usefulness of coal as fuel was 
known long before it was known in Europe. If, however, coal mining 
had developed on a scale which drew surplus labor away from intensive 
agriculture in quantities that affected the labor market, the landlords 
and the landlord mandarinate would have been shaken at their 
economic base. It is therefore not surprising that mining and com- 
parable enterprises were always taxed to death when they began to 
attain a scale that might have led to true capitalism. 


IV 


The Yellow River derives its water from the snows of Tibet, and, 
though in part of its course it flows near the Mongolian steppe, it 
receives no important tributaries from the steppe. Nor are there any 
other important rivers flowing from Mongolia into China.’ The 


6 A subsidiary question, as yet insufficiently investigated, is undernourishment complicated 
or aggravated by vitamin and mineral deficiency. In China, calcium is deficient in prevailing 
diets, and manganese may also be deficient. See William H. Adolph, ‘Nutrition Research in 
China,” in Journal of the American Dietetic Association, XXII (November 1946), No. 11. 

7 An exception is the Liao, flowing from the southeastern corner of Inner Mongolia and 
falling into the sea at a point outside of the Great Wall and therefore outside of what was 
long considered China proper. The lower course of the Liao nourished an agriculture which 
made that part of Manchuria, from neolithic times, a part of the Chinese culture complex, 
not the steppe culture complex. The Liao did not support a large area of irrigated agriculture, 
but cheap barge transport on the lower Liao, linked with cheap transport across the sea 
to the Shantung Peninsula, brought the grain of this region within economic range of the 
Chinese market. At the same time, however, the Liao enclave lay within closer strategic reach 
of the steppe than of China; therefore it was intermittently tributary to the steppe. 
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Mongolian steppe and the deserts of Central Asia are, in the main, 
areas of inland drainage, in which water courses wither and eventually 
die. These geographical conditions, in conjunction with the increasing 
variability and decreasing total quantity of rainfall as one moves inland 
to the north and northwest from the coast of North China, determine 
in economic history the differentiation between the agricultural 
economy and the steppe herding economy. 

Our understanding of steppe history is handicapped by strongly 
developed conventions of historical writing in both Europe and Asia. 
It is now well established that there is no such thing as a straightline 
evolution from the hunting economy (“most primitive”) through 
pastoral nomadism (still “primitive”) to agriculture (the beginning of 
“civilization”). Pastoral nomadism was in fact a late development. 
Yet, though most of us pay lip service to the true historical sequence, 
many of us continue to write under the influence of the old convention. 

The old convention is based on the fact that agricultural and city- 
dwelling peoples developed writing much earlier than steppe peoples 
and built up a much greater volume of written history. They were 
raided, harassed, and conquered by steppe peoples much more often 
than they were able to extend a police control over the steppe. Yet, 
because of the difference of volume in written materials, our source 
material for the history of the steppe derives much more from peoples 
who were conquered from the steppe than it does from the steppe itself. 

To the peoples who were subjected to the power of the steppe, the 
peoples of the steppe were “barbarian,” ergo “primitive.” Those who 
were roughly treated by them found a degree of recompense in 
ascribing the victories of the steppe warriors to brute force and over- 
whelming numbers and in denying that they were guided by rational 
or civilized principles or practised rational methods. A good example 
is the solidly established European tradition that the Mongols were 
like a horde of armed locusts, overwhelming all resistance by the sheer 
weight of their numbers. 

Yet the fact is that the Mongols regularly campaigned with small 
numbers against superior numbers, and that, far from winning their 
victories by blind savagery, they triumphed because they had perfected 
a technique not commanded by any of their opponents—the technique 
of the mounted archer, who represented, in his day, the optimum 
combination of mobility and fire power. The effective use of this 
technique required great skill and therefore an unshakable discipline. 
Because, as anyone knows who has tried it, it is possible to shoot more 
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accurately and rapidly over the tail of your horse than over its head, 
the technique required contact with the enemy, followed by simulated 
retreat, in which the “Parthian shot” was employed. Then, when the 
enemy were drawn out of formation in the haste of the pursuit, they 
were rolled up by a flank attack which had been held in reserve. The 
flank attack, not having to face a close or organized fire of arrows or 
hedge of lances, could use the horseman as mounted swordsman 
instead of mounted archer, relying on the shock weight of horses and 
men together. 

Steppe peoples, in every case that has been checked either by 
written sources or by archaeological data, appear to have originated not 
in the heart of the steppe but at the margin of the steppe. There 
existed, of course, a neolithic population in parts of the steppe; but its 
economy was a typical “mixed” primitive economy, not a pastoral, 
nomadic economy. A typical steppe people, living by the herding of 
livestock, is an offshoot from some people at the edge of the steppe 
which originally had some other economy. Consequently, the steppe 
society is a late development, not a primary social form. Frequently— 
so frequently in fact that it is perhaps the usual and normal form of 
development—a steppe people derives from more than one social and 
economic source. 

In the case of Mongolia, for instance, we can unmistakably discern 
three sources of origin of the successive Hsiungnu, Turk, and Mongol 
tribal agglomerations. 

1. In the forests of Urianghai (Tannu-Tuva) and the Baikal region 
there lived peoples who, like all the truly primitive peoples of whom 
we have any knowledge, had a mixed economy. They hunted, fished, 
and also gathered roots, berries, and fruits. The gathering of the seeds 
of wild “grass-millet” was certainly very early, and led to an early 
cultivation of millet. Some of these peoples, of whom the reindeer- 
using groups among the Urianghai and the reindeer Tungus are living 
survivals, eventually domesticated the reindeer, one of the most easily 
domesticated of all animals.* They did not have enough reindeer to 
live entirely off their herds. Reindeer nomadism on this large scale is 
practical only on the open tundra. In the forest, if a herd is large, 
individual deer are too easily lost. 

80. Manchen-Helfen, Reise ins asiatische Tuwa (Berlin: Biicherkreis, 1931), pp. 38-47, 
points out that the forest hunters of Urianghai are the only reindeer users who both regularly 
trap wild deer to cross with the deer in their herds and do not castrate their deer. Both points 


are important in suggesting the relative ease, for a very primitive people, of domesticating the 
reindeer. 
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Groups of these people could easily make short trips from the edge 
of the forest into the open steppe of North and Northwest Mongolia. 
At first they could not stay long in the open steppe, for hunting or 
any other purpose, because the steppe pasture is not good for reindeer. 
In time, however, they made a transition from domestication of the 
deer to domestication of horses, sheep, cattle, yaks, and (probably last) 
camels. It is still an open question whether they independently domesti- 
cated all these animals, or first learned from other peoples that these 
animals could be domesticated and then made the transfer from the 
reindeer which they had themselves domesticated. 

2. In the oases of Russian and Chinese Central Asia there also lived 
primitive peoples who gathered wild food, fished in the marshes, and 
made hunting expeditions into the mountains and steppes. Agriculture 
developed early in these oases, followed by an extremely early develop- 
ment of irrigated agriculture. The water in the oases came from 
snow-fed rivers in the mountains; hence high water was governed by 
warmth, and was regular and predictable. It was easy, the soil being 
soft, to begin by assisting nature by impounding flood water and to 
proceed to the use of irrigation ditches. 

According to the archaeological evidence, the domestication of ani- 
mals in these oases was later than the practice of agriculture.’ The oasis 
peoples of course did not have the reindeer but in order of time it is 
probable that they were the first to domesticate the horse and the 
sheep. The farmer who lived on the outer edge of the oasis had the 
poorest farming but the easiest access to the half-desert steppe for 
hunting. It is probable that such marginal farmer-hunters captured the 
young of the wild horse and the wild sheep, for use both as decoys and 
in magic to increase the number of the game. An essential point is 
that this kind of hunter, rather than the wandering hunter, could 
build a pen in which to keep the captured wild animal until it was 
tame enough to handle—a critical problem in the domestication of 
horses and cattle and even sheep, though not in the domestication of 
reindeer, which can be tamed in the forest or the tundra without pens. 

It is probable, again, that it was the marginal farmer who became 
the nomad. The farm at the edge of the oasis was less profitable than 
that in the heart of the oasis; and, as skill in the handling of animals 
increased and the profit of the use and sale of their products grew, it 


®See, for example, Raphael Pumpelly and others, Exploration in Turkestan; Expedition of 
1904. Prehistoric Civilizations of Anau; Origins, Growth, and Influence of Environment 
(Washington, D.C.: Carnegie Institution, 1908), 2 vols. 
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became easy to abandon the farm, launch off from the edge of the 
oasis, and take to the open steppe, living by the control of animals 
native to the steppe, which had been difficult to hunt when wild but 
had become easy to manage once domesticated. 

3. The oasis-and-steppe and oasis-and-desert terrain of Central Asia 
merges into a terrain of oases and semi-oases in Northwest China 
(Kansu and Ninghsia), and from here a further transition leads to the 
locus classicus of what may be called the loess enonomy in Shensi and 
Shansi. Here again, before the earliest agriculture and irrigated 
agriculture, the most primitive people hunted, fished, and gathered 
food. They undoubtedly tended to wander, in search of the various 
kinds of foods that they used; but they were not nomads, in the sense 
of controlling herds of animals.”° 

Clearly, the first effect of agriculture was to make relatively landfast 
those groups that practiced it; especially when they developed a vested 
interest in irrigation ditches, even small ditches, which represented 
labor once done that would continue to produce in succeeding years. 
We must therefore envisage a process of differentiation between those 
who first took up agriculture and those who held to the old way of 
life, and especially a differentiation in favor of those who first appro- 
priated the bottom lands which were the easiest to irrigate. 

This theoretical phase, of which we have only indications, merges 
into a semihistorical and finally a definitely historical period in which 
we have unmistakable evidence that the most highly differentiated 
groups began to spread out and encroach on the domain of the undiffer- 
entiated or least differentiated groups. They did so because, once they 
had mastered the technique of irrigation, and once they had appro- 
priated the land easiest to irrigate, it became profitable to push irriga- 
tion into terrain where the engineering was more difficult and the 
returns lower. 

In the course of this wider spread there was acute social conflict. It is 
to be inferred that the chieftains of the “lagging” groups were key 
figures in the conflict. In some cases it paid the individual chief to 


10Jn the terminology of the social sciences, there is frequently confusion in the description 
of “migratory” societies and “nomadic” societies. The term “nomadic” is here used of societies 
which are mobile because they control, and at the same time depend on, the movement of 
flocks and herds of domesticated animals. Compare the Greek words véuw “to deal out; to 
dispense; to tend flocks,” and voyds ‘a pasture; an allotted or assigned abode; a usage, custom, 
law, ordinance.” A curiosity of cultural history is the wandering of the Greek root of these 
words, along the currents of the religious dispersals of the early Middle Ages, to the nomads 
of Mongolia, among whom it is used to this day in the form nom, “law, doctrine; religious 
text.” 
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come to terms with the ruler of one of the new “civilized” groups, join- 
ing the aristocracy of that group and adding his subjects to the subject 
population. In other cases the chief, afraid of being himself sub- 
ordinated, led his followers farther and farther back into terrain that 
was more and more marginal for agriculture, though still providing 
food resources in game, berries, roots, and catch crops of an agriculture 
much cruder than that of the groups which now had a long head-start 
in being “advanced,” or “civilized.” 

In view of the natural conditions already discussed, those groups 
that withdrew or were driven back toward the escarpment of the Mon- 
golian steppe plateau found that they could rely less and less on such 
agriculture as they had, and found at the same time that the spread of 
population had reduced the game resources. 

By this time, of course, as we know from historical records, domestica- 
tion had long been practiced by the settled people in China. For the 
development of steppe nomads on the edge of North China, accord- 
ingly, the critical factor is not the development of the technique of 
domestication, but the point of economic pressure on the marginal 
land at the edge of the steppe at which the use of a few square miles of 
steppe for grazing became convincingly more profitable than the use 
of a few drought-harried acres for agriculture. Once this point was 
reached, people began to abandon their farms in significantly large 
numbers, and to take off into the steppe as full nomads. It is probable, 
although allowance must be made for the fact that the Chinese written 
records are fuller than the Central Asian archaeological data and 
therefore give the impression that there was more activity in the 
Chinese field of history, that the Chinese contribution to the steppe 
population was the latest in time but the largest in numbers. 

At any rate, the Chinese records are unmistakable on one point: 
once the northward spread of agriculture had reached the decisive 
point of diminishing economic returns on cultivated land—which 
corresponded geographically with the difference between the land of 
running water and the steppe land of few and poor streams—the 
“steppe problem” rose up and confronted the Chinese with dramatic 
suddenness. Those who had entered the steppe, whether they had 
entered it from China or crossed it from the northern forests or the 
western oases in Central Asia, found that their combination of mobile 
economy and mobile military man power made it easy and profitable 
for them to raid into China, while it was awkward and expensive for 
the Chinese to send punitive expeditions into the wide steppe. 
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It is at this point that Great Wall history begins. The Great Wall was 
first built in sections, by independent Chinese kingdom states, begin- 
ning at the end of the fourth century B.C. A century later these walls 
were consolidated into “the” Great Wall. This achievement, which 
demanded forced labor in colossal numbers, accompanied and climaxed 
the founding of the Ch’in Empire, the first true empire in China; and 
it should not be forgotten that it was accompanied also by the rise of 
the Hsiungnu Empire, the first of the great steppe empires. 


V 


There are no examples of a steppe society which are diagrammatically 
“pure” examples of the steppe society as a type; *» whereas numbers of 
relatively pure examples of the intensive agricultural society are known. 
The diverse non-steppe origins of the steppe peoples and the diversity 
of subregions within the steppe account for the fact that all that we 
find in history is a series of approximations toward a “pure” steppe 
type. Nevertheless, a group of inherent characteristics of the steppe 
society can be distinguished. 

The steppe society is mobile—mobile in the herds which are the most 
important form of property, and mobile in the tent habitations of the 
peoples. There is always a strong tendency to regulate mobility, as 
between different tribes each claiming its traditional pastures and its 
traditional line of migration between seasonal pastures; but the 
capacity to move is always inherent, even when not exercised. 

There has never yet been a definitive analysis of the “tribal” or 
“feudal” structure of the steppe society. The Russian experts have much 
more material at their disposal than any other body of scholars; but 
modern Russian writers, followed to a certain extent by modern 
Chinese writers, have decidedly overemphasized such “feudal” char- 
acteristics as the right of chiefs to exact personal services and economic 
tribute. In so doing they have tended to overlook an important aspect 
of the factor of mobility.” 


11 “Qu’il ait existé des nomades se suffisant, exclusivement, avec la chair, le lait et le poil 
de leurs troupeaux, c’est possible; mais on n’en a jamais vu de semblables dans les temps 
historiques.”—Léon Cahun, Introduction a l'histoire de l'Asie. Turcs et Mongols, des origines 
1405 (Paris: A. Colin, 1896), pp. 49-50. 

12 An important advance is marked by a recent Russian article: S. Yushkov, “K voprosu o 
dofeodal’nom (‘varvarskom’) gosudarstve” (On the Question of the Pre-Feudal [‘Barbarian’] 
State), in Voprosy Istorii (Questions of History), No. 7, 1946. This article is a penetrating 
comparative study of the rise of feudalism out of three different kinds of prefeudal society; 
that of the Kievan state of the ninth and tenth centuries; that of the pre-Chingghis Mongols, 
before the thirteenth century; and that of the Anglo-Saxon kingdoms of the sixth to the ninth 
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In all feudalism there is a theoretical reciprocity between the services 
and tribute claimed by the lord, and the protection extended by the 
lord. In feudalisms based on agriculture, towns, and fortified strong- 
holds, the lord tended to become so strong that the privileges he 
claimed were out of proportion to the protection he conferred. In the 
mobile steppe society, on the other hand, the feudal subject, especially 
the man fit to bear arms, if he considered himself ill-treated by his lord, 
could more easily escape and moreover take with him valuable mobile 
property and thus have something with which to bargain when com- 
mending himself to another lord. Throughout steppe history we find 
examples of this kind of fluidity and, therefore, especially in time of 
widespread intertribal war, we find that the steppe lord had to respect 
the assent of his people more than the feudal lord in other societies. 

In warfare between steppe nomads and settled peoples, the strategic 
optimum for the settled people was the preparation of a mobile force 
and a deep and sudden invasion of the steppe in order to catch the 
nomads off balance—in other words, a quick, short war. It was excep- 
tionally difficult to attain such an optimum. On the other hand, a long 
war favored the nomads. They could withdraw their mobile property 
and women and children out of range and by raids into the settled 
country bring back plunder, so that in the course of a long war they 
tended actually to enrich themselves. The long war, on the contrary, 
invariably weakened the settled people; their farming and trading 
were interrupted, and their irrigation works got out of repair. If the 
war went on long enough, groups of the most impoverished settled 
people would throw themselves under the protection of steppe lords 
because their own lords could no longer protect them. The longer the 
war, therefore, the greater the likelihood that the steppe lords actually 
built up their power by the accretion of border territories with tributary 
nonnomad populations. 

Because the optimum of mobilizing a force in the settled country 





centuries. A weakness of the discussion of Mongol society in this article, however, is that it 
relies mainly on the late B. Ya. Vladimirtsov, Obshchestvennyi stroi mongolov: Mongol’skit 
kochevoi feodalizm (Social Structure of the Mongols: Mongol Nomad Feudalism) (Leningrad: 
Akademiya Nauk, 1934); although the equally learned and more recent work of S. A. Kozin 
is also cited—Sokrovennoe skazanie (The Secret Legend) (Moscow-Leningrad: Akademiya Nauk, 
1941). Kozin’s work, the first of three projected volumes, is a magnificant restoration, 
alphabetic transcription, and translation of the text of the Monggol-un nigucha tobchiyan, ot 
Yuan Ch’ao Mi Shih, or Secret History of the Mongols, of the thirteenth century. Unfortunately 
both Vladimirtsov and Kozin do not sufficiently emphasize the cyclical, rise-and-fall relation 
between successive “nomadic feudalisms” in the Mongolian steppe and successive agrarian- 
based dynasties in China, and their underemphasis reappears in Yushkov’s otherwise brilliant 
comparative study as an underlying inadequacy of documentation. 
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and sending it on a swift, deep invasion of the steppe so seldom 
succeeded, the lords or overlords of the settled land frequently tried 
to turn the steppe against itself by offering subsidies and court honors 
to the nearer nomad chiefs on condition that they form a military 
screen against the more distant nomad chiefs. The defect of this 
device was that an able “auxiliary” chief could and sometimes did take 
advantage of his strategic position, encroach on the empire or kingdom 
he served, and even usurp the dynastic power. 

Out of the interaction of all these factors there developed within the 
steppe society a chronic conflict between the mobility inherent in the 
steppe people as a whole and the territorial fixation, or identification 
of a particular tribe with a particular territory, which intermittently 
favored either the interests of a steppe lord with claims to overlordship 
in a settled territory, or the interests of the overlord of a settled state 
employing the lords of steppe tribes as auxiliaries. Examples of this 
kind of mutation in the tribal society according to the interests of the 
tribal chief can be drawn from the history of the frontier of the Roman 
Empire as well as from the histories of Asiatic empires. 

An especially apt example, because it dates from the late sixteenth 
century when the histories of Europe, Asia, and America began to 
converge on each other, is the development of the Lama Church in 
Mongolia. Though lamaism is usually discussed as a demilitarizing 
influence among the bellicose nomads, the fact is that the establishment 
of the institutions of the Lama Church, with fixed temples and per- 
manent monastic territories, was accompanied by especially bloody 
wars because it meant nothing less than the paralyzing of the ancient 
nomad mobility by the successful creation of a parallel system of fixed 
and therefore vulnerable territories. With dramatic rapidity the ecclesi- 
astical potentates degenerated into instruments of power and exploita- 
tion in the hands of the Manchu emperors, once the Manchus, in the 
seventeenth century, had installed themselves as dynastic rulers of the 
settled Chinese and overlords of the steppe Mongols. 

China’s relation to the steppe and the steppe peoples can be com- 
pared, making necessary modifications, with the experience of other 
countries in Asia. The problem of extensive and intensive economy 
is common throughout. Since the emphasis here has been on China 
as the example of the agricultural environment and Mongolia as the 
example of the steppe environment, it is important to note that 
although the Chinese documentation is the most complete in some of 
the important kinds of data, the kinds of phenomena dealt with are 
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decidedly older in the Near and Middle East than in China and 
Mongolia. 

In India the picture is not so stylized as it is in China. In Northwest 
India, which is not bordered by a steppe plateau but encircled by 
mountains, the irrigated and unirrigated lands are not set off from 
each other in large blocks but interpenetrate each other in a rather 
complicated way. Moreover the adjacent pastoral economy, as in 
Afghanistan, is more often a semipastoral economy, associated with 
fixed villages and village institutions, than true nomadism of the open 
steppe. In Iran and Iraq the contrast between the steppe and the sown 
land is more stylized, as in China; but the irrigated agriculture is 
partly of an oasis type and partly strung out along rivers that have 
steppe or desert on both sides and consequently lacks the scale and 
mass that are so impressive in China. In Turkey the agriculture is 
more massive, but there is more of the semipastoral economy that is 
linked with villages, and less open steppe nomadism. 


VI 


It is when we come to South Russia that we find a picture as stylized 
as that of China, but with important differences. 

Both in the forested land and in the steppe land of Russia there 
once prevailed a characteristic neolithic culture of hunting, fishing, and 
food gathering. When agriculture evolved, however, it was quite 
unlike the Asiatic intensive agriculture. It was associated with a great 
diversity of techniques; the clearing of forests, and the continuing use 
of forest resources in conjunction with the practice of agriculture; great 
use of the exceptionally advantageous network of streams for travel 
and trade; ** and a combination of rainfall agriculture and herding 
economy in the South Russian steppe. 

The fertility of the steppe adjacent to the Black Sea, under a rainfall 
agriculture, was of the greatest importance. Not only did intensive 
irrigated agriculture not develop on any important scale, but grain 
production relying on rainfall only was so large that grain became an 
export commodity at an early period—to Greece, for instance. 

There was, accordingly, not the same physical cleavage between . 
steppe nomadism and agriculture that there was between the intensive 


13 For the importance of rivers and portages, see Robert J. Kerner, The Urge to the Sea; 
The Course of Russian History. The Role of Rivers, Portages, Ostrogs, Monasteries, and Furs 
(Berkeley and Los Angeles: University of California Press, 1942). 
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agriculture of China and the extensive steppe economy of Mongolia.** 
In South Russia the center of gravity of the chieftains and rulers was 
unstable, being influenced partly by their own interests and partly by 
conditions in territory not under their control. At times it paid the 
ambitious chief to rely primarily on a following of pastoral tribesmen, 
without agriculture, using their mobility and military potential to 
attack trade routes and trading cities and to raid farming populations. 
At other times, especially when economic conditions favored a heavy 
export of grain across the Black Sea, combined with trade in valuable 
commodities like furs, coming down the rivers from the forest lands, 
it paid the ruler to associate himself with a fortified urban center of 
power, and to hold in check the raiding of the pastoral nomads under 
his authority. 

An essential instability underlay the whole structure, however, and 
the source of instability was among the nomads. When a chief of 
nomad origin associated himself with urban and agricultural interests, 
he began to lose touch, or in the next generation his heir began to lose 
touch, with the tribal politics of the nomads, and gradually a way 
would open up for a new warrior chieftain among the nomads either 
to impoverish the urban and agricultural interests by increasing 
demands for subsidies and gifts, or to resort to open warfare. Another 
and more unpredictable source of uncertainty lay in the variations of 
the demand of the Black Sea trade for grain, furs, and other com- 
modities. If trade was bad, revenues decreased and the nomads became 
restless. 

Wide fluctuations are consequently characteristic of the history of 
South Russia. Great tracts of the steppe were in some periods brought 
under cultivation, and at other periods went back to pasture; this 
meant that whole tribes and peoples alternated between an agricultural 
or predominantly agricultural way of life and a pastoral or pre- 
dominantly pastoral economy.” 

Among both Slavs and non-Slavs of this region the unending ebb 


14 As a partial but important exception, it should be noted that there appears to have been 
an early but strong tendency, reminiscent of the Great Wall of China, to fortify with long 
walls the Kerch Peninsula in the Crimea and the Taman Peninsula opposite to it, across the 
“Cimmerian Bosporus” or Straits of Kerch. From the small-scale “Great Walls” are derived 
the old name Crim Tartary and the modern name Crimea—from the Mongol word kerem, 
“a wall.” 

15 For general reference, see Ellis H. Minns, Scythians and Greeks (Cambridge: The Univer- 
sity Press, 1913); M. Rostovtzeff, Iranians and Greeks in South Russia (Oxford: Clarendon 
Press, 1922); also for the period from the sixth century onward, Vernadskii, Opyt Istorii 
Evrazii. 
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and flow left its tidemarks. Whole tribal groups were absorbed among 
the Slavs and lost their non-Slav languages; in other cases, the main 
tribal group adopted a way of life parallel to that of the Slavs, but 
retained its original language. In such cases, individuals from the lower 
strata of the chieftain class tended to become headmen in local 
authority while the higher chiefs climbed on up into the Slav 
aristocracy. 

Conversely, there were Slavs who went over into the steppe life, 
both in groups and as individuals. Under the heavy impact of a major 
conquest, such as that of the Mongols, the main mass of the population 
was held down to its old way of life, to serve as a source of tribute, but 
the aristocracy was partly integrated into the Mongol system of tribute- 
gathering chiefs. Only as the Mongol hold weakened and opportunity 
arose did there arise out of this aristocracy, subservient to the conquest, 
a movement to lead the subject people to throw off the yoke. 

A different kind of phenomenon appeared when the Slav states 
became strong enough to be independent, but were not yet strong 
enough to organize the conquest of the steppe; fugitive serfs from 
Poland, the Ukraine, and Russia founded the Cossack communities, 
which spread into that part of the steppe that had a good rainfall. 
Here they retained agriculture but took over in large part the livestock 
economy of the steppe and imitated to an appreciable extent-the social 
and military organization of the steppe people. Such a movement 
represented a Slav encroachment on the steppe, but since it was 
antagonistic to the great Slav feudal nobles it could not be used in the 
service of the Russian state until the central power of the Tsars had 
brought the nobles under control. 

Cossack expansion took two forms. 

In the forests, at the end of the sixteenth century, the Cossacks began 
to exploit with a new vigor the collection of the fur tribute, which had 
been known from ancient times. With fantastic speed, they swept from 
the Urals to the Pacific. While this movement has been described as part 
of the Russian “urge to the sea,” *® it should be noted that when the 
Pacific was reached the Russians, instead of beginning to exploit sea 
power in the manner of the British, Dutch, and French, thrust on into 
Alaska in search of more fur. The significance of sables and other furs 
was that they represented high value for small weight and bulk, could 
be carried back by land transport to Moscow, and gave the Tsar, as 





16 Kerner, The Urge to the Sea. 
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the autocrat of the state, a direct accession of wealth in negotiable 
form.” 

The technological factor in this expansion must not be overlooked. 
Firearms became more plentiful at this time (the first gun factory was 
founded at Tula by Boris Godunov in 1595), and the firearms of the 
Cossacks gave them an advantage over all the tribes they encountered. 
Even more significant, however, was the versatility of the Cossacks. 
They used both horses and boats with equal facility and when they 
met with people who used the reindeer and the dog sled it took them 
no time at all to acquire these new techniques. 

The second form of Cossack expansion, in the open steppe, also 
became important in the sixteenth century.’* Its “back-lash” against 
the Slav world at first concerned Poland more than Russia, and at 
times the Cossacks almost attained the status of a nation, bordering 
with Poland, Russia, Turkey, the declining khanates of the Tatars in 
the Crimea and the Kalmyk Mongols on the lower Volga, and even 


17 For the impact of the Cossacks on the Manchus and the Mongols, see J. F. Baddeley, 
Russia, Mongolia, China (London: Macmillan and Company, 1919). There is also a great 
wealth of modern Russian literature containing material on the earlier and later Russian 
contacts with the Siberian tribal peoples, the effects of the yassak or fur tribute on tribal 
structure and colonial administration, etc. Only a few titles have been accessible to me, 
including, for the Yakuts, S. A. Tokarev, Ocherk istorii yakutskogo naroda (Sketch of the 
History of the Yakut People) (Moscow: Ogiz Sotsekgiz, 1940); A. P. Okladnikov, Istoricheskii 
put’ narodov yakutii (Historical Path of the Peoples of Yukutia) (Yakutsk: Yakutskaya 
Gosudarstvennaya Tipografiya, 1943); for the Buryat Mongols, A. P. Okladnikov, Ocherki iz 
istorii zapadnykh buryat-mongolov (Sketches of the History of the Western Buryat Mongols) 
(Leningrad: Ogiz Sotsekgiz, 1937); M. I. Pomus, Buryat mongol’skaya ASSR (The Buryat 
Mongolian Associate Soviet Socialist Republic) (Moscow: Ogiz Sotsekgiz, 1937); F. A. 
Kudryavtsev, Istoriya buryat-mongol’skogo naroda (History of the Buryat Mongolian People) 
(Moscow and Leningrad: Akademiya Nauk, 1940)—Buryat Mongol chronicles, the first two 
titles having Mongol text and Russian introductions, the third title having Mongol text and 
Russian introduction, translation, and textual notes; Letopist khorinskikh buryat (Chronicles 
of the Khorin Buryats) No. 1, ed. N. N. Poppe, No. 2, ed. V. A. Kazakevich (Moscow and 
Leningrad: Akademiya Nauk, 1935); Letopis’ barguzinskikh buryat (The Chronicle of the 
Barguzin Buryats), ed. A. I. Vostrikov and N. N. Poppe (Moscow and Leningrad: Akademiya 
Nauk, 1935). 

18 For Western Siberia, A. P. Potapov, Ocherki po istorii Shorit (Sketches of the History 
of Shoria) (Moscow and Leningrad: Akademiya Nauk, 1936); for Kazakhstan, Materialy po 
istorii kazakhskoi SSR (Materials for the History of the Kazakh Soviet Socialist Republic), 
ed. M. P. Vyatkin, Vol. IV—only volume accessible to me, dealing with the years 1785—1828— 
(Moscow and Leningrad: Akademiya Nauk, 1940); for Turkmenistan, Materialy po istorii 
turkmen i Turkmenii (Materials for the History of the Turkmens and Turkmenia), Vol. II 
(the first published), ed. V. V. Struve, A. K. Borovkov, A. A. Romaskevich, P. P. Ivanov, 
Vol. I, ed. S. L. Volin, A. A. Romaskevich, A. Yu. Yakubovskii (Moscow and Leningrad: 
Akademiya Nauk, 1938 and 1939). For a good short description of Central Asian empire 
building involving the mastery of nomadic, agricultural, and urban populations, see A. 
Yakubovskii, “Timur, opyt kratkoi kharakteristiki” (Timur, An Essay in Brief Characterization) 
in Voprosy Istorit (Questions of History), No. 8-9 (combined issue, Moscow, 1946). 
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Persia. The total effect of the Cossack growth was to prepare the way 
for the Russian expansion into the Caucasus and Central Asia, but the 
definite conquest of Central Asia awaited first the stabilization of 
Russia’s relations with Europe and second the growth of methods of 
investment and commerce with a wider outreach than was possible in 
the age of the caravan and the bazaar. Then, in the nineteenth century, 
Russia rapidly took over direct rule in Central Asia and consolidated 
its economic and strategic hold with railways.” 


VII 


Comparison between the Russian fringe of the steppe and the 
Chinese fringe reveals the operation of two different modes of history. 
Each of these modes has its own peculiarities of economic form and 
social structure, which in turn are influenced by the factors of 
geography and environment. 

On the Chinese fringe there was a harsh cleavage between terrain 
that responded best to the intensive economy of irrigated agriculture 
and terrain that responded best to the extensive economy of pastoral 
nomadism. The two economic forms and the social structures based on 
them were so incompatible that they never merged with each other. 
Political relations alternated between Chinese efforts (of which the 
Great Wall is the most massive monument) to exclude the steppe, and 
efforts of the steppe nomads to subjugate agricultural China and lay it 
under tribute. 

Mixed societies did exist. The Tanggot state (Hsia) which flourished 
in the twelfth century had its nuclear territory in what is now the 
province of Ninghsia, at the western end of Inner Mongolia. At the 
eastern end of Inner Mongolia there arose the Khitan (Liao) * in the 
tenth and eleventh centuries, the Jurchid (Chin or Kin) in the twelfth 
century, and the Manchus beginning in the sixteenth century. Each of 
these peoples was based on a mixed economy that included both 
farming and herding. Each of them found, however, that as it grew 
it could not maintain a balance between the intensive and the exten- 
sive components of its economy. It had either to become more pastoral 


19 Eugene Schuyler, Turkistan: Notes of a Journey in Russian Turkistan, Khokand, Bukhara, 
and Kuldja (1st ed.; New York: Charles Scribner’s Sons, 1876). The third (enlarged) edition 
(1885) is an American classic of the definitive Tsarist conquests in Central Asia toward the 
end of the nineteenth century. 

20See the forthcoming volume, Liao, by Karl A. Wittfogel and Féng Chiashéng, in the 
projected series, “History of Chinese Society,” under the general editorship of Karl A. 
Wittfogel. The General Introduction to the Liao volume, by Wittfogel, has already been 
published in Transactions of the American Philosophical Society, XXXVI. 
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and nomadic, or more agricultural and more committed, especially, 
to the revenue from irrigated agriculture.” 

Mixed societies on this frontier served as a mechanism which, when 
it operated in one direction, absorbed nomads into the Chinese culture 
and, when it operated in the other direction, absorbed Chinese into 
the steppe culture. 

Of these two kinds of absorption, our literature has made us familiar 
with the absorption of barbarians into the Chinese culture. “China is 
a sea which salts all streams that flow into it.” There was even, at one 
time, a rather widespread complacent readiness to acquiesce in a 
Japanese conquest of China on the ground that “in a hundred years the 
Japanese would be absorbed by the Chinese anyway.” 

There is no general recognition of the other form of absorption, 
although in a history of many centuries it has been a factor of an 
importance comparable to that of the absorption of barbarian nomads 
by the Chinese. It is true of course that the numbers of Chinese 
absorbed by the extensive economy and thinly spread population of the 
steppe were never anything like as great as the numbers of nomads 
absorbed in China. This, however, does not diminish the importance 
of the phenomenon, because the phenomenon itself demonstrates the 
fact that the Chinese culture was incapable of spreading over the steppe 
and incorporating the steppe into China. 

Although comparatively unfamiliar to us, this conversion of Chinese 
into nomads can be fully documented, though the evidence has to be 
dug for, whereas the evidence of the other kind of absorption is 
readily available in great quantity. There is an early example of the 
fluidity of the frontier population. Significantly, it comes from the 
very period in which the frontier along the Great Wall was being 
consolidated; officials in charge of military colonization on this 
frontier were concerned with the unstable allegiance of the people.” 


21 General references: Owen Lattimore, Manchuria: Cradle of Conflict (New York: 
The Macmillan Company, 1932); The Mongols of Manchuria (New York: John Day Company, 
1934); Inner Asian Frontiers of China (New York: American Geographical Society, 1940); 
Franz Michael, The Origin of Manchu Rule in China (Baltimore: The Johns Hopkins Press, 
1942). 

22Tn B.C. 33 the Khan of the southern tribes of the Hsiungnu offered to make himself 
responsible for the western sector of the Great Wall.. A counselor of the Chinese emperor 
warned that many of the people along the border, under Chinese rule, were of Hsiungnu origin 
and might return to their old allegiance; the descendants of those who had accompanied the 
Chinese troops in occupying the frontier were poor and might go over to the nomads; the 
slaves of the border population were discontented, and having heard of the happier life of 
the nomads might run away to join them; escaping criminals would also have a refuge. 
Quoted from the Ch’ten Han Shu (History of the Earlier Han), chap. 94, second section, in 
Lattimore, Inner Asian Frontiers, p. 471n. 
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On the Russian fringe of the steppe there was a more gradual tran- 
sition from arid steppe which encouraged pastoralism to rainfall steppe 
which encouraged a livestock economy in conjunction with rainfall 
agriculture. There was no large expanse of territory encouraging 
irrigated agriculture. Conditions facilitated a transitional spread from 
“pure” nomadism to society of the Cossack type in which people lived 
in houses but were nevertheless ready to migrate from one place to 
another. As a Russian writer has pointed out, the Russian extensive, 
rainfall agriculture, capable of being combined both with the grazing 
of livestock and with the exploitation of the forest, “rapidly, though 
superficially, conquered enormous territories,’ whereas in the form 
of spread of Chinese agriculture “the constant increase in population 
necessitated a certain surplus .... drop by drop, to flow over the 
edge.” The Russian “could carry on his general farming wherever he 
pleased,” while for the Chinese it was “an economic absurdity” to farm 
intensively except within the cellular pattern of cities at a short 
distance from each other, each with its surrounding unit of closely 
cultivated land.” 

On the Russian fringe of the steppe, consequently, instead of the 
phenomenon of absorption, there is a different phenomenon to be 
considered, that of incorporation. Like the phenomenon of absorption, 
it worked in two directions. In certain circumstances peoples of the 
steppe were able to incorporate into the domain of the steppe con- 
siderable tracts of marginal territory and considerable groups of non- 
steppe society. In other circumstances, it was the Slavs, emerging from 
their ancient forest territory, who were able to incorporate the steppe 
and large steppe societies into the Slav domain. 


Vill 


Absorption, in its old form, and incorporation, in its old form, were 
both considerably modified by the spread of a new form of expan- 
sion, energized by capitalism, in the nineteenth century. Still further 
transformations are now taking place as the result of the increasing 
momentum of development of the socialist economy and collectivist 
society in Russia. 

Capitalism grew up within and transformed the peoples of Europe 
and North America; it was imposed on the peoples of such countries 


23G. A. Bogdanoff, in North Manchuria and the Chinese Eastern Railway, ed. I. A. 
Mihailoff (Harbin: Chinese Eastern Railway, 1924), p. 67. 
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as India and China. In Russia capitalism was partly acquired from 
the West and partly evolved domestically, but Russian capitalism of 
the late Tsarist period, though it looks backward and clumsy compared 
with British or American capitalism, was vigorous in its spread over- 
land into Asia and its penetration of the steppe frontier.” 

In the nineteenth-century expansion of Russia the old process of 
incorporation was to some extent superseded by a new process of 
subjugation. Such peoples as the nomad Kazakhs and agricultural and 
urban Uzbeks of Central Asia were increasingly reduced to a colonial 
status of inferiority. Nevertheless the Russians continued to incorporate 
Asiatic peoples into their own changing order much more than the 
British did, for example, in India. 

On the Chinese fringe of the steppe, the situation was different. 
China rather narrowly escaped being subjugated as completely as 
India. Capitalist forms were imposed on China more than they were 
adopted by China. Even those Chinese who of their own accord began 
to go in for capitalist forms of enterprise had to do so under conditions 
which made them to some extent subordinate to foreign capitalist 
enterprise within their own country. 

Even under these handicaps, however, the relation of the agricultural 
people of China to the steppe people of Mongolia was radically 
changed. With firearms to change the military balance in their favor 
and with railroads to increase their economic range, the Chinese were 
able for the first time actually to incorporate large areas of Inner 
Mongolia within the Chinese domain. 

Use of the railroad now established extensive agriculture, even on 
the relatively dry steppe, in a form which resulted in the permanent 
spread of the Chinese population rather than in a first step toward 
the conversion of agricultural Chinese into steppe nomads. Railroads 
were able to bring grain back from the colonized land into China 
from a great distance, whereas under the old economic structure, with 
grain transported in carts drawn by animals which themselves con- 
sumed grain, the extreme economic market range had not extended 
beyond 100 to 150 miles from urban consuming centers. 


24 Since the expression “‘steppe frontier” as here used actually includes also the deserts and 
oases of Central Asia, it is well to note that the original Russian word step’ is used much 
more precisely to describe “a large treeless plain of grassland.” The Russian definition of 
steppes, semi-deserts, and extreme deserts, and of corresponding zoological zones, can be seen 
in Plates 43-44 of Bolshoi sovetskii atlas mira (Great Soviet Atlas of the World), Vol. I 
(Moscow: Central Executive Committee of the U.S.S.R., 1937), eds. A. F. Gorkin, O. Yu. 
Shmidt, V. E. Motylev, M. V. Nikitin, B. M. Shaposhnikov. 
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This degree of change, while establishing the Chinese more solidly 
within the steppe than ever before, did not result in throwing a 
bridge over the chasm that had always divided the culture of China 
from the culture of the steppe. It displaced a part of the steppe society 
from a part of the steppe but it did not transform either the old 
economy or the old society in that part of the steppe that had not yet 
been penetrated. On the contrary, the steppe society, because it had 
been displaced from so much of its old domain, became increasingly 
hostile to China, and its hostility began to take on a new and sharper 
nationalistic edge. 

It was at this stage of development that a new phase of transforma- 
tion began in the old theater of Russian expansion, when socialism 
succeeded capitalism. 

In the first place, the Russian Revolution brought about an abrupt 
reversion from the nineteenth-century form of subjugation to the older 
mode of historical activity which I have here called “incorporation.” 
The revolution which brought civil war to the Russians also brought 
civil war to the Asiatic peoples of Russia. The old princes, chieftains, 
and headmen of these peoples had been closely associated with the 
Russians, and even in subjection had been partly incorporated into the 
Russian system of rule and power. In order to preserve their privileges 
and relative advantages, they had necessarily to align themselves with 
the Whites against the Reds. That part of the common people, there- 
fore, that felt itself oppressed by its own upper class and quasi-ruling 
class, had no choice but to go over to the revolutionary side in the 
Russian civil war. 

In the second place the Russian Revolution cannot be regarded 
simply as a change of rule among the Russians which resulted in the 
imposition of a a new form of rule on Russia’s Asiatic subjects. It 
must be regarded, rather, as a change in the form of rule among both 
Russians and Asiatics which resulted in incorporating the victorious 
group among the Asiatics with the victorious group among the Russians. 
Once this political decision had been written into history, further 
economic change among the Asiatics no longer rated as a visible sign 
of exploitation imposed by conquerors. It came to mean, instead, a 
transformation going on in common among Russians and Asiatics. 
By the victorious group among the Russians this was regarded as 
strengthening their position, and by the victorious groups among the 
Asiatics it was also regarded as a strengthening of their position. 
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IX 


On the basis of the data here assembled, a number of conclusions are 
suggested. Both the sufficiency of the data and the validity of the 
conclusions should, however, be tested by further historical research 
and field investigation. 

The old and immense steppe frontier between Europe and Asia is 
part of a still wider frontier which includes forests on the north of 
the steppe and a landscape of deserts, oases, and mountains south of 
the steppe. 

Historically, this frontier cannot be regarded simply as an arena 
for the competitive expansion of the peoples adjoining the frontier. 
At times “civilization,” in various forms, expanded into the frontier; 
but “frontier” conquest of “civilization” was also a normal historical 
form. 

Industrial and technological forms and also new social and political 
forms developed outside of this Inner Asian frontier are capable of 
being projected into the frontier zone. 

The fact that the frontier zone can be entered from the outside does 
not mean, however, that the zone itself is a vacuum now any more 
than it was in the past. 

In the past a number of processes have operated, including: trans- 
formation or conversion of peoples entering or leaving the frontier 
area; displacement of peoples within or at the edge of the frontier 
area; incorporation of individuals, classes, or whole peoples within 
the systems of other peoples. 

As a result of the Russian Revolution a new standard has been 
established, which may be called the standard of utilization. Within 
the Russian theater of activity, under a system of socialization and 
collectivization, it is no longer adequate to speak of “the frontier- 
conquering civilization.” What we appear to have is a merging of “the 
frontier” with “civilization,” and a common utilization of the total 
resources of the total area. This common utilization is characterized by 
rapid industrialization of both Russian and non-Russian societies 
within the Soviet political structure and by the integration of both 
pastoral and agricultural economics with the industrial economy. 

To the extent that these conclusions may be valid, we must avoid 
oversimplification in thinking of a race between Russia on one side 
and China, or China and other countries, on the other side, to fill up 
an empty frontier margin lying between them. The frontier is not 
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empty. It is inhabited by a number of different peoples. They are 
small in numbers compared with such massive peoples as the Russians 
or the Chinese. Their situation, however, is entirely different from 
that of the American Indians who had a powerful and rapidly growing 
people on one side of them only. The Inner Asian frontier has great 
and powerful peoples on more than one side. Its peoples therefore 
have some degree of choice. Whether their ultimate fate be subjuga- 
tion or association and alliance, they can try to influence the decision 
by their own action. For this reason, their power to influence events 
is much greater than their numbers and their generally low tech- 
nological development would appear to indicate. 

The problems involved are not restricted to the frontier between 
China and Russia. They are found throughout the frontier zone of 
Inner Asia. Embedded and sometimes as it were encysted, like the 
Moslems of Northwest China, within the political boundaries of the 
states that abut on the frontier zone are minorities of many different 
kinds. In some cases the unity of the minority has a strongly ethnic 
character, as in the case of the Mongols, the Uighurs of Sinkiang or 
Chinese Turkistan, or the Kurds of Iran, Iraq, and Turkey. In other 
cases the ethnic distinction is for the most part merely nominal and 
the main distinction is cultural, as in the case of the Moslems of North- 
west China. In almost all cases, however, the minority -has marked 
peculiarities of economic structure and social organization. 

The condition of change and fermentation in contemporary Asia 
is general and pervasive, as we know from recent events in Iran and 
elsewhere. We know that, in order to deal with the condition, the need 
for revision of old policies and formulation of new policies is being 
widely studied. In Sinkiang, for instance, the Chinese government is 
endeavoring to maintain the full extent of its political frontiers by 
applying, within those frontiers, a new policy which permits non- 
Chinese groups and communities to function to some extent as 
political entities.” We know practically nothing in detail about the 
way this policy is working out—foreigners have recently been debarred 
from traveling in Sinkiang—but we know from the speech made by 
President Chiang Kai-shek on August 25, 1945, when he sanctioned the 
recognition by China of the independence of Outer Mongolia, that 


25 For the relation between liberal reforms within China itself and liberal policies toward 
China’s frontier minorities, see Owen Lattimore, ‘The Inland Crossroads of Asia,” in Compass 
of the World, ed. Hans W. Weigert and Vilhjalmur Stefansson (New York: The Macmillan 
Company, 1944). 
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the Chinese government recognizes that frontier politics have entered 
a new era, and that the question of the self-determination of frontier 
peoples is inseparable from the question of the self-determination of 
all Asiatic peoples, especially colonial peoples. 

A new criterion is clearly needed whenever policy affecting such 
peoples is to be considered. The question is no longer simply: “How 
expensive will it be to take them over?” or “How expensive is mainte- 
nance of the present form of rule?” It will pay to ask also, “Can they 
be won over by an association of interest?” 

In Outer Mongolia, now the Mongolian People’s Republic, we have 
the only example of an independent state which has arisen within the 
Inner Asian Frontier.”° Inferences drawn from Outer Mongolia should 
not be applied indiscriminately to other frontier questions, because the 
Mongols are in several respects unique. Their cultural and economic 
uniformity is exceptional and it extends over the largest territorial 
unit in the entire frontier zone. Sinkiang alone approaches Mongolia 
in size, but in contrast to the Mongol uniformity it exhibits an extreme 
cultural and economic diversity.” 

Historically the Mongols embody a tradition of many centuries of 
resistance to absorption by China. In contemporary politics they 
represent association, but not incorporation, with Soviet Russia. The 
Mongols of Outer Mongolia, a people of only about one or one and a 
half million, in a vast and strategically important country, with great 
but undeveloped economic resources, were situated between Russia, 
China, and Japan. The Mongols as a whole, except for a few advanced 
revolutionary leaders, undoubtedly began by regarding their associa- 
tion with Russia, after the Russian Revolution, as the least of three 
evils, the displacement policy of China and the conquest policy of 
Japan being clearly worse evils. 

As a consequence of their association with the Russians, however, 
the Mongols were admitted to the Russian standard of common 
utilization of resources. In some respects this form of association 
appears to resemble the customs union, in which individual sovereignty 
is maintained but a community of economic interest is organized. In 
other respects it appears to resemble the Rooseveltian Good Neighbor 
policy. 

26 Owen Lattimore, “The Outer Mongolian Horizon,” Foreign Affairs (July 1946); Eleanor 
Lattimore, “Report on Outer Mongolia,” Far Eastern Survey, XXIV (November 6, 1946). 

27 Owen Lattimore, “Chinese Turkistan,’ The Open Court, XLVII (March 1933); Martin 


R. Norins, Gateway to Asia: Sinkiang, with an introduction by Owen Lattimore (New York: 
The John Day Company, 1944). 
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By virtue of their Russian alliance the Mongols, though they 
suffered casualties in border conflicts with Japan, were never deeply 
invaded by Japan. At the end of the war they emerged not only as 
victorious allies of the Russians but with the only intact, improved, 
and flourishing economy of any people in Asia. Whatever the begin- 
ning of their association with the Russians, therefore, their present 
relation must be assumed to be one of gratitude and strengthened 
alliance. 

With all due allowance for the fact that the Mongol example can- 
not be exactly duplicated anywhere else along the Inner Asian 
frontier, the example is important. No country whose interests reach 
into Inner Asia, or whose policies extend toward Inner Asia, can 
afford to disregard this example, or to ignore the long historical 
development and intricate historical processes of which it is the present 
culmination. 

In the meantime the Chinese gravitational pull over the peoples of 
Inner Asia, though potentially strong if China should become unmis- 
takably prosperous and progressive under a political system assuring 
both equality and cultural autonomy to non-Chinese peoples within 
the Chinese state, is for the moment weak and uncertain. The attitude 
of the Inner Asian frontagers of China is that if association with 
China forces them to convert themselves into Chinese, while the 
Chinese society itself remains conservative and unchanging, they will 
resist assimilation. A successful renewal of the Chinese advance into 
Inner Asia is likely only in conjunction with far-reaching changes in 
the social fabric and political structure of China. 
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Governmental Policy and the Domestic 
Telegraph Industry* 
I 


N June 4, 1946, the Federal Communications Commission 
approved the request of Western Union for an increase in rates. 
In the same breath the commission declared: 


That such increased rates provide no assurance that the Western Union 
Telegraph Company will now be able to furnish a rapid, efficient, nation-wide 
communication service with adequate facilities at reasonable charges, and that 
serious questions are presented as to the company’s ability to continue in oper- 
ation as a solvent enterprise, providing satisfactory service on a comprehensive 
nationwide basis, in the absence of some further relief. 


A plant that is largely obsolescent, a rate structure requiring 
thorough overhauling, deteriorated quality of service, high unit labor 
costs, failure to withstand severe competitive pressures—these are some 
of the ills that currently beset Western Union. And many of these 
ills, as I shall indicate, have their origin in the development of the 
industry over many decades. 

Broadly speaking, the history of the domestic telegraph industry 
may be divided into four periods: (1) the period of growth and con- 
solidation, beginning with the first successful telegraph line in 1844 
and culminating in the emergence of Western Union as a nationwide 
monopoly in 1866; (2) the period from 1866 to roughly the end of 
the century during which Western Union dominated the field of rapid 
intercity communication; (3) the period from 1900 to 1930 when 
telegraph revenue continued to grow but much less rapidly than 
telephone revenue which absorbed by far the greater relative share of 
the communications dollar; and (4) the period since 1930 when the 
telegraph industry has fallen on hard times. 


II 


In the early years of the industry’s growth, government subsidies 
played a substantial role. Congress invested $30,000 in Morse’s innova- 
tion and made possible in May 1844 the first telegraph line between 
Washington and Baltimore.” Morse and several of his associates were 


* A paper presented at the sixth annual meeting of the Economic History Association at the 
Johns Hopkins University, Baltimore, Maryland. The author is chief of the Economics 
Division of the Federal Communications Commission. The views expressed are those of the 
author and do not necessarily reflect the views of the commission. 

1 Order of the Federal Communications Commission, “In the Matter of Interstate Telegraph 
Communication Service,” Docket No. 7618 (June 4, 1946). 

2 Congressional Globe, 27th Congress, 3d Session (February 23, 1843) 339; 5 U. S. Statutes 
(1843) 618. For Morse’s report of the project, see 28th Congress, 1st Session (June 6, 1844), 
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convinced that the telegraph business was properly a function of the 
government and offered to sell their patent rights to Congress.* Their 
offers, however, were not accepted, and the telegraph field was 
relinquished to private interests.* 

During the next ten years hundreds of small telegraph lines were 
thrown up in haphazard fashion under the Morse, Bain, House, and 
Hughes patent rights.” Large financiers refused to invest in telegraph 
in the early days, partly because they were skeptical of the economic 
feasibility of the contrivance, partly because they feared government 
competition, and partly because the patentees demanded too large a 
share in the new enterprises.° The sale of subscriptions to individuals 
of moderate means in communities through which telegraph lines 
were projected was a principal means of raising capital. No burgeon- 
ing metropolis could afford to be without a telegraph, and com- 
munities in rural New England and the undeveloped Middle West 
were alternately cajoled and aoe into financing a telegraph 
connection. Fer efficient and profitable operation a nationally unified 
system of telegraph facilities was essential, and gradually the smaller 
lines were merged and consolidated into a half-dozen large systems. 

The ultimate victor in this process was the Western Union Telegraph 
Company, which had been chartered by the New York Legislature in 
1851 as the New York and Mississippi Valley Printing Telegraph 
Company.’ Under the guiding genius of its president, Hiram Sibley, 


House Executive Document No. 270; Samuel Irenaeus Prime, The Life of Samuel F. B. 
Morse, LL.D. (New York, 1875), pp. 507-9. See also Alfred Vail, Description of the American 
Electro Magnetic Telegraph (Washington, 1845). 

3 Prime, Life of Morse, pp. 508, 510-11, 513-14; Samuel F. B. Morse, His Letters and 
Journals, ed. Edward Lind Morse (Boston: Houghton Mifflin Company, 1914), II, 84-88, 
228-29, 235-36; 28th Congress, 2d Session (December 23, 1844), House Executive Document 
No. 24. 

*The House Committee of Ways and Means urged a government telegraph system1.—28th 
Congress, 2d Session (March 3, 1845), House Report No. 187. For a discussion of the 
proposal, see Congressional Globe, 28th Congress, 2d Session (1844) 328, 341, 366. 

5 Royal E. House of Vermont patented his printing telegraph system in 1846; Alexander 
Bain of Edinburgh obtained an English patent on an electro-chemical telegraph in 1846 and 
an American patent in 1848; David Hughes invented a printing telegraph in 1855. 

6 Robert L. Thompson has prepared a comprehensive scholarly account of the early history 
of the telegraph industry under the title “Wiring a Continent: The History of the Telegraph 
Industry in the United States from 1832 to 1866,” to be published early in 1947 by the 
Princeton University Press. Mr. Thompson very kindly gave me access to the manuscript. 

7 The New York and Mississippi Valley Printing Telegraph Company was organized under 
an act of the New York Legislature of April 12, 1848, providing for incorporation and 
regulation of telegraph companies. Subsequently, on February 21, 1854, the company was 
reorganized and reincorporated. The present name of the company was established by an act 
of the Wisconsin Legislature, March 4, 1856, and by an act of the New York Legislature, 
April 4, 1856. 
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it managed by various devices to overcome more powerful rivals.° 
One technique was to buy up for cash at nominal sums companies that 
had gone bankrupt. More generally, however, because of its limited 
liquid capital, Western Union absorbed competitors with new issues 
of its own stock. A third means of expansion, and one that greatly 
increased in importance subsequently, was to contract with railroads 
for the establishment of telegraph lines along their rights of way; in 
return for sharing their use with the telegraph company, the railroads 
assisted in the construction and operation of these lines.” Another 
important aid received by the company was a Congressional subsidy of 
$400,000, as well as substantial bonuses from the California Legis- 
lature.*° By these means, Western Union established a transcontinental 
system in the fall of 1861. 

During the Civil War the value of long-distance telegraph com- 
munication for both commercial and military use was effectively 
demonstrated. Western Union, in particular, because of its fortunate 
geographic position, enjoyed a great boom in business. While several 
of its rivals were severely hampered by military operations, Western 
Union felt sufficiently prosperous to declare stock dividends amount- 
ing to 260 per cent, in addition to substantial cash dividends.** Moreover, 
in settlement of wartime claims Western Union acquired many 
thousand miles of telegraph lines built for military use by the federal 
government.” 

Within a year after the end of hostilities Western Union was estab- 
lished as one of the first nationwide industrial monopolies, having 


8 For biographical information on Sibley, see Dictionary of American Biography; Hiram W. 
Sibley, “Memoirs of Hiram Sibley,” Rochester Historical Society Publications, Il, 127-34. 

9 Federal Communications Commission, “Corporate History of the Western Union Telegraph 
Company,” 1915; 73d Congress, 2d Session, House Report No. 1273, Part III, No. 4 (1935) 
3967-74, hereinafter referred to as the Splawn Report; Thompson, “Wiring a Continent’; 
Alvin F. Harlow, Old Wires and New Waves: The History of the Telegraph, Telephone, and 
Wireless (New York and London: D. Appleton-Century Company, 1936), pp. 212-14, 251, 
255; James D. Reid, The Telegraph in America (New York, 1886), pp. 455-507; 48th 
Congress, Report of the Committee of the Senate Upon the Relations Between Labor and 
Capital (Washington, 1885), II, 881-82, 883-84, 898-99, 921-25. 

10 Congressional Globe, 36th Congress, 1st Session (1866) 494, 668, 1292-93, 1343-45, 
1413, 1562-63, 1693-97, 1813, 2249-52, 2279-81, 2328-29, 2856-57, 3022, 3032, 3038-40, 
3063, 3113; zdid., 39th Congress, rst Session (1860) 3482; 48th Congress, 1st Session, Senate 
Report No. 577 (May 27, 1844) 4. 

11 §plawn Report, 3979. 

12 Horace Coon, American Tel. & Tel.: The Story of a Great Monopoly (New York and 
Toronto: Longmans, Green and Company, 1939), p. 31; Telegraph and Telephone Age, January 
I, 1912, p. 16; 48th Congress, 1st Session, Senate Report No. 577 (May 27, 1844) 277. See 
also William R. Plum, The Military Telegraph During the Civil War in the United States 
(Chicago, 1882), II, 347-50, 359-75. 
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inflated its stock some $19,000,000 in that year to acquire its two chief 
remaining rivals.’* Through its acquisition of one of these companies, 
the American Telegraph Company, Western Union was in a position 
to obtain control of the first transatlantic cable line. Before the full 
ripening of the American industrial economy, the appearance of this 
giant corporation disturbed many conservative political leaders. Not 
only Western Union’s systematic suppression of competition but also 
its policies and practices in its relations with the public engendered 
widespread hostility. After listening to a detailed bill of particulars 
against the company, the Senate in 1866 adopted a resolution asking 
the Postmaster General for an opinion on the advisability of establish- 
ing a government telegraph system.”* In the face of an unfavorable 
report from the Postmaster General, Congress, as an alternative, under- 
took to stimulate competition. Under the Post Roads Act of 1866 any 
telegraph company that accepted the term of the act was granted 
rights of way across public lands, post-roads, and navigable streams, 
and the privilege of taking land, timber, and stone from the public 
domain for construction and maintenance of lines and stations.”° 
Congress conferred on the Postmaster General authority to fix rates on 
government messages, and it reserved the right after five years to 
purchase any telegraph line. 

Western Union, along with other telegraph companies, filed its 
acceptance of the act. While Western Union later claimed that it 
never availed itself of the land and timber privileges, it did benefit 
from the clearly defined right of traversing state lines, a substantial 
privilege at the time.’ Moreover, the act relieved the company of the 
immediate threat of government competition.” 

During the next thirty-five years, Western Union continued to 
dominate the field of rapid communications. Until 1885, approx- 
imately, telegraph was in the unique position of offering the only 
means of rapid intercity communication. From time to time, Western 
Union faced competition from other telegraph companies but it 


13 Annual Report of the President of the Western Union Telegraph Company to the 
Stockholders, 1873, p. 22. 

14 Congressional Globe, 39th Congress, 1st Session (1866) 979-80; 39th Congress, 1st 
Session, Senate Executive Document No. 49 (June 4, 1866). 

15 Congressional Globe, 39th Congress, 1st Session (1866) 1773, 1843, 3007, 3427-30, 3490, 
3734, 3759, 4116; 14 U. S. Statutes (July 24, 1866) 221. On the basis of this statute, govern- 
ment telegrams enjoy a 20 per cent lower rate than commercial telegrams. Congress is cur- 
rently considering abolishing this differential. 

16 See Official Report of Proceedings before the Federal Communications Commission, Docket 
No. 7445 (June 4, 1946), “Memorandum of Law on the Post Roads Act.” 

17 See testimony of President William Orton of Western Union, 41st Congress, 2d Session, 
House Report No. 114 (July 5, 1870) 118. 
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usually succeeded, after a short rate war, in taking over the competitor 
with a corresponding swelling of Western Union’s capitalization. 

The company prospered greatly in these years. Its reported traffic 
increased from 6,000,000 messages in 1867 to 66,500,000 in 1893."° 
Perhaps the best index of Western Union’s prosperity was the ratio of 
net revenue to transmission revenue; according to the company’s 
reports, of every dollar taken in message receipts in the years from 
1866 to 1885, 30 to 4o cents was net profit.”® 

The company also reported a tremendous expansion of telegraph 
offices and wire facilities during these years and a reduction in average 
message rates from $1.09 in 1867 to 30 cents in 1899.” In the public 
mind, however, Western Union continued to stand as a prime example 
of a grasping monopolist. This view was held by such diverse critics 
as boards of trade, chambers of commerce, state legislatures, city coun- 
cils, labor unions, and a long list of newspapers reflecting every shade 
of political opinion. The movement for a government telegraph system 
had widespread support in these years. In each session of Congress 
bills with this objective was introduced, and at least twelve times 
between 1870 and 1896, Congressional committees, after citing Western 
Union malpractices, reported in favor of government participation in 
the telegraph business.” The specific charges against Western Union 
which I shall cite are taken from government reports of that time and 
are typical of those made in the daily press, in resolutions and 
petitions, and in public forums.” 

Among the charges pressed against Western Union were the 
following: 

High rates which had the effect of limiting telegraph to commercial 


18 Annual Report of the President of Western Union, 1893, p. 7. 

19 Tbid. 

20 Tbid., 1900, p. 7. 

21 arst Congress, 2d Session, House Report No. 114 (July 5, 1870); 41st Congress, 2d 
Session, House Report No. 115 (July 5, 1870); 42d Congress, 3d Session, House Report No. 6 
(December 19, 1872); 43d Congress, 2d Session, House Report No. 125 (February 4, 1875); 
46th Congress, 3d Session, House Report No. 137 (January 27, 1881); 47th Congress, 2d 
Session, House Report No. 2004 (March 3, 1883); 48th Congress, 1st Session, House Report 
No. 1436 (April 30, 1884); 50th Congress, 1st Session, House Report No. 955 (March 8, 
1888); 41st Congress, 2d Session, Senate Report No. 18 (January 31, 1870); 42d Congress, 
2d Session, Senate Report No. 20 (January 22, 1872); 42d Congress, 2d Session, Senate 
Report No. 223 (June 1, 1872); 42d Congress, 2d Session, Senate Report No. 242 (December 
19, 1872); 43d Congress, 1st Session, Senate Report No. 242 (April 2, 1874); 48th Congress, 
1st Session, Senate Report No. 577 (May 27, 1884). See also Frank Parson, The Telegraph 
Monopoly (Philadelphia: C. F. Taylor, 1899), pp. 11-13; An Argument in Support of the 
Limited Post and Telegraph by the Postmaster General (Washington, 1890). David A. Wells, 
The Relation of the Government to the Telegraph (New York, 1873) presents a defense of 
Western Union. 

22 Ibid. 
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uses. Whereas in European countries telegraph was extensively used 
by the general public for social correspondence, in the United States 
such use comprised less than 5 per cent. Moreover, Western Union’s 
rate structure was replete with examples of discrimination between 
the various regions and between particular communities within these 
regions. 

A low quality of service, including errors in transmission, failure to 
maintain the secrecy of messages, and many glaring instances of long- 
delayed messages. 

Granting free telegraph privileges to public officials to influence 
pending legislation. 

Utilizing access to telegraph files for speculative purposes. 

Establishing contractual arrangements with the press associations 
and thus creating a telegraph-press combine. 

Forming long-term exclusive contracts with railroads, hotels, and 
other agencies which placed competitors at a severe handicap. 

A conspicuous failure to advance the telegraph art. At the end of 
the nineteenth century, Western Union’s operations were still based 
almost entirely on the Morse key. 

Burdening its employees with low wages, long hours, and unhealth- 
ful working conditions. 

Stock watering and excessive profits. In 1884, when Western Union’s 
capitalization was approximately $80,000,000, a Senate committee 
estimated that the company’s plant could be reproduced for 
$30,000,000."* While only $2,000,000 of its common stock was issued 
for cash sale, Western Union between 1866 and 1899 distributed 
approximatey $40,000,000 in stock dividends and about $57,000,000 in 
cash dividends.”* 

The adherents of a laissez-faire policy were sufficiently strong, how- 
ever, to block any Congressional legislation designed to cope with 
these alleged abuses. And, while a number of separate state legislatures 
took action, their efforts proved largely ineffectual because of the pre- 
dominately interstate character of the telegraph business.” The check 
to Western Union’s dominance resulted instead from the introduction 
of the telephone. For several years prior to 1879 Western Union seemed 


23 48th Congress, 1st Session, Senate Report No. 577 (May 27, 1844) 6. 

24 Ibid., 5; Splawn Report, 3979; Annual Report of the President of Western Union, 
1889-99. 

25 William Hoddin, comp., Laws of the United States and the Several States and Canada, 
Relating to Telegraphs (New York, 1884); American Telephone and Telegraph Company, 
Comparative Summary of Laws Relating to Regulation of Telephone and Telegraph Com- 
panies by Commission, in Force November 1, 1913 (3d ed.; Boston, 1914). 
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certain to extend its control over the telephone, having acquired key 
patents and built exchanges in several major cities.“ However, in 
settlement of a patent suit filed by the Bell interests, Western Union in 
November 1879 formally contracted to relinquish the telephone field 
for seventeen years in return for exclusive rights in telegraph.”’ The 
step once taken proved irretrievable. 

This fateful decision is explicable mainly in the framework of the 
Vanderbilt-Gould struggle to control Western Union. The Vanderbilts, 
who since 1878 had been the dominant powers in the company, deter- 
mined in the face of repeated Gould attacks to make peace with the 
Bell interests and thus avert a potential Gould-Bell alliance. Ironically, 
the contract of 1879 saved neither the Vanderbilts’ nor Western 
Union’s control of the communications field. By January 1881, control 
of Western Union passed to Gould and the capitalization of the com- 
pany jumped from approximately $40,000,000 to $80,000,000.”° Within 
the next few years, moreover, Bell telephone lines were completed 
between New York and Boston, and between New York and 
Philadelphia. Western Union’s hold on rapid intercity communica- 
tions began to slip. 

In addition to competition from the telephone, a powerful rival in 
the telegraph field emerged in the 1880’s in the person of John W. 
Mackay, who had struck a tremendous fortune in silver and gold at 
the Comstock Lode. The name of Mackay’s domestic carrier, Postal 
Telegraph Company, is significant. It was inspired by a plan for partial 
government participation in the telegraph business which had been 
advanced from time to time since the 1860’s. The plan involved offer- 
ing postal space, employees, and equipment to any competitor of 
Western Union that promised to slash telegraph rates.” Mackay 
sought to enter into such a contractual arrangement for ten years, but 
Congress turned down the proposal. Mackay, however, went on 
absorbing small insolvent companies and forming an _ extensive 
domestic telegraph system that eventually, in 1928, was absorbed into 
the International Telephone and Telegraph Company.” 


26 It is reported that in 1876 Western Union was offered the Bell patents for $100,000 
and refused!—Herbert N. Casson, The History of the Telephone (Chicago: A. C. McClurg 
and Company, 1910), pp. 58-59; Frederick Leland Rhodes, Beginnings of Telephony (New 
York and London: Harper and Brothers, 1929), p. 51. 

27 76th Congress, 1st Session, House Document No. 340 (June 14, 1939) 3, 123-25; 
Federal Communications Commission, “Special Investigation Docket No. 1,” Exhibit 2096—-F 
(June 15, 1937), pp. 13-27, 29-31; Federal Communications Commission, “Special Investi- 
gation Docket No. 1,” Exhibit 1360-C, III (June 15, 1937), Appendix 7. 

28 Annual Report of the President of Western Union, 188t. 

29 48th Congress, 1st Session, Senate Report No. 577 (May 27, 1844) 145-47, 323-29. 

30In 1883 Mackay and James Gordon Bennett established the Commercial Cable Company, 
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While competitive relations were thus altered fundamentally, the 
impact on Western Union was not felt at once. During most of the 
1880’s and 18g0’s, it enjoyed a high level of message volume and 
revenues, and increased its surplus from $127,000 in 1881 to $13,500,000 
in 1892.** 

After the turn of the century, the balance of power shifted rapidly 
as a result of substantial improvements in the telephone art and the 
extension of telephone facilities. So far did it swing that by 1909 the 
American Telephone and Telegraph Company, with a choice of 
absorbing either Postal or Western Union, acquired control of the 
latter through a stock transaction. It is significant that under telephone 
management a number of long overdue reforms were initiated.* 
Reduced rates were introduced for deferred day and night service. 
With the aid of Western Electric (A.T.&T. manufacturing subsidiary), 
a program directed toward radical technological improvement was 
undertaken resulting in 1915 in the introduction of the automatic 
multiplex printer to replace the Morse system. A pension and dis- 
ability plan, financed by the company, was introduced to alleviate 
labor unrest. Despite these and other improvements, and the economies 
which joint operation made possible, the Wilson administration 
refused to countenance a telephone-telegraph monopoly. A threatened 
antitrust action forced A.T.&T. in 1913 to agree to give up its tele- 
graph holdings. Western Union’s survival subsequently has hinged 
on political rather than economic factors. In terms of competitive 
strength, Bell, with the economies to be derived from joint operations 
as well as a crushing superiority in economic resources, has been in 
a position at any time to drive the telegraph carriers out of the 
communications field. 


which, in 1897, acquired the stock and property of the various Postal Telegraph companies. 
In 1920 the International Telephone and Telegraph Corporation, a holding and managing 
corporation, was set up and in 1928 it incorporated the Postal Telegraph and Cable 
Corporation to acquire the interests of the Mackay companies, including the Commercial 
Cable Company and Postal Telegraph-Cable System.—Splawn Report, 3721, 3723; 71st 
Congress, 2d Session, Hearings before the Committee on Interstate Commerce .... on S. 6 
(1930) 1665-67. 

31 Annual Report of the President of Western Union, 1881 and 1892. 

82 76th Congress, 1st Session, House Document No. 340 (June 14, 1939) 88-91, 102-3, 
139-40; Federal Communications Commission, “Special Investigation Docket No. 1,” Exhibit 
2096-A (June 15, 1937), pp. 32-50, 71-75, Appendices 7 and 14; Federal Communications 
Division, “Special Investigation Docket No. 1,” Exhibit 1360-C, III (June 15, 1937) Appen- 
dix 18. See Annual Report of the Directors of American Telephone and Telegraph Company to 
the Stockholders, 1909-1914; Annual Report of the President of Western Union, 1909-1914; 
Eliot Jones and Truman C. Bigham, Principles of Public Utilities (New York: The Macmillan 
Company, 1931), pp. 560-62; Western Union Telegraph Company, 4 Brief Outline of the 
Technical Progress Made by the Western Union Telegraph Company, 1910-1934 (1935 
available in mimeographed form in F.C.C. Engineering Files), II, 22-28. 
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Ill 


In a formal sense, Federal administrative regulation of telegraph, 
telephone, and cable began in 1910, when authority was vested in the 
Interstate Commerce Commission.** It cannot be too strongly 
emphasized, however, that, until the establishment of the Federal 
Communications Commission in 1934, regulation was formal only. 
Communications control was strictly a side issue with the I.C.C.** 
Aside from setting up a uniform system of accounts, the I.C.C. exer- 
cised little supervision over telegraph. Had there been effective regula- 
tion at this time, some of the present very serious ills of the industry 
might have been averted or cured. 

A brief flurry of “government operation” of communications 
facilities during the First World War had as one of its major conse- 
quences a 20 per cent increase in telegraph rates.*” Telegraph was 
returned to private operation in 1919. During the next ten years the 
telegraph business flourished, reflecting the upward trend in general 
business activity. In retrospect, this decade appears to have offered an 
opportunity for a forward-looking management to have modernized 
the company. Such a program would have involved streamlining 
the administrative machinery, overhauling operating methods, under- 
taking aggressive engineering research, rationalizing the rate structure, 
reducing rates, and introducing an equitable wage pattern. Western 
Union contented itself with tinkering here and there, and whereas as 
late as 1916 the telegraph industry received 50 per cent of the com- 
munications revenue “pie,” by 1930 its share had declined to less than 
30 per cent.*° 

After 1930 telegraph revenues, income, and employment declined 
precipitously. Recovery, when it came, was slow and feeble, owing to 
the introduction of new and sharper competition. Bell, which since 
1887 had furnished private-line telegraph facilities, introduced in 1931 
the teletypewriter exchange service (TWX) providing instantaneous 
two-way written communication. Within a few years, Bell was skim- 

33 36 U. S. Statutes (June 18, 1910) 544. 

84 Commissioner Joseph B. Eastman testified before a Senate committee that the Interstate 
Commerce Commission had no departments, bureaus, or divisions that dealt exclusively with 
telegraph, telephone, or cable, and that few cases involving these services had ever been 


heard by the commission.—71st Congress, 2d Session, Hearings before the Committee on 
Interstate Commerce .... on S. 6 (1930) 1566, 1572-1585. 

85 Government Control and Operation of Telegraph, Telephone and Marine Cable Systems, 
August 1, 1918, to July 31, 1919 (Washington, 1921). 

36 7th Congress, 1st Session, Appendix to Hearings before a Subcommittee of the Com- 
mittee on Interstate Commerce ... . Pursuant to S. Res. 95—76th Congress, Part 2 (1941) 
243. The figures cited in this table include Western Union’s cable revenues. 
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ming the cream of the telegraph business, surpassing Postal in the 
volume of telegraph revenues. Thus, in 1938 the Bell System companies 
obtained 18 per cent of the total domestic revenues arising from tele- 
graph operations; Postal’s share was 15 per cent, and 64 per cent went to 
Western Union.” Successive reductions in long-distance telephone 
rates also cut into the demand for telegraph service. 

In addition, government-subsidized air-mail service began to absorb 
a substantial part of deferred night telegraph traffic. Another source of 
diversion was the competition of radiotelegraph carriers which offered 
lower rates in the dozen or more major cities in which they operated. 
Western Union barely managed to keep its head above water in these 
years while Postal operated at a loss in every year after 1929. In 1935 
the Postal holding company filed for relief under Section 77B of the 
Bankruptcy Act, remaining in the hands of the court until January 
1940.°° For the next few years Postal managed to continue in business 
with the aid of $13,500,000 in loans from the Reconstruction Finance 
Corporation. 

The obvious need for more effective supervision of telegraph and 
telephone, as well as the desirability of combining in one agency the 
regulation of both wire and wireless communication, led to the estab- 
lishment of the Federal Communications Commission in 1934.*° 
Immediately after its inception the F.C.C. launched several’ investiga- 
tions into telegraph rates and practices. From the beginning it took 
the position that as a first step in the rehabilitation of the industry 
Western Union and Postal should be permitted to merge.*” Competi- 
tion between the two carriers involved wasteful and unnecessary 
duplication of offices and plant facilities, whereas a combined carrier 
would be in a more favorable position to meet inter-industry competi- 
tion. After holding extensive hearings, Congress in 1943 legalized a 
consolidation subject to the commission’s approval of the plans drawn 
up by the companies.** In authorizing the merger, Congress made 


37 Ibid., 239. 

38 Jbid., Part 1, pp. 14-15. 

89 48 U. S. Statutes (June 19, 1934) 1064. Sce 71st Congress, 2d Session, Hearings .... 
on S. 6 (1929-1930); 73d Congress, 2d Session, Heurings before the Committee on Interstate 
Commerce .... on S. 2910 (1934); 73d Congress, 2d Session, Hearings before the Com- 
mittee on Interstate and Foreign Commerce .... on H. R. 8301 (1934); 73d Congress, 2d 
Session, Study of Communications by an Interdepartmental Committee (1934). 

40 74th Congress, 1st Session, House Document No. 83 (January 21, 1935). The problem 
of the merger of the domestic carriers, as well as that of the international carriers, was 
extensively discussed by Congress in connection with the establishment of the Federal 
Communications Commission. 

4157 U. S. Statutes (March 6, 1943) 5. See 75th Congress, 3d Session, Hearings before a 
Subcommittee of the Committee on Interstate Commerce .... on S. Res. 247 (1938); 76th 
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three significant policy determinations: it required that as soon as 
possible Western Union divest itself of its international cable prop- 
erties; it indicated the hope that the A.T.&T. would sell or otherwise 
transfer its TWX facilities to Western Union; and it made extensive 
legal provision for protecting the rights of the employees affected by 
the merger. 

It may be noted in passing that thus far Western Union has not 
found a purchaser for its cable holdings nor has it been able to come 
to terms with the A.T.&T. for obtaining the TWX. 

The commission, in giving its blessing to the consolidation in 
September 1943, made it clear that it did not regard merger as the 
solution of the industry’s problems. The commission declared: *” 

. We cannot pass over the obvious failure of the management of the proposed 
merged company to address itself to any specific plans for meeting the demands 
of users for a record communications service having speed and price standards to 
which the public is entitled and which will effectively meet the competition of 
the telephone and the airmail. Attainment of these service objectives, and a 
generally sound condition, will require radical modifications in Western Union’s 
managerial and fiscal policies and practices... .. The Commission will expect 
that within one year from the effective date of the merger, the merged company 
will have developed completely, and submitted to the Commission, a comprehen- 
sive plan for converting, within the shortest possible time, its existing facilities 
into a modern, efficient and nation-wide communications system capable of 
effectively competing with other communications services. 


After approving the merger, the Commission appointed a special 
Telegraph Committee to help speed Western Union’s modernization 
plans. It was not until two years later, however, that the company 
reported a specific modernization program. 

An immediate cause of Western Union’s present crisis arises from 
a decision of the National War Labor Board of December 29, 1945, 





Congress, 1st Session, Hearings before a Subcommittee of Interstate Commerce .... on S. 
Res. 95 (1939); 76th Congress, 1st Session, Senate Report No. 529 (1939); 76th Congress, 
3d Session, Senate Report No. 1614 (1940); 77th Congress, 1st Session, Senate Report No. 769 
(1941); 77th Congress, 1st Session, Hearings . .. . Pursuant to S. Res. 95—76th Congress, 
Parts 1 and 2 (1941); 77th Congress, 2d Session, Hearings before a Subcommittee of the 
Committee on Interstate Commerce ... . on S. 2445 (1942); 77th Congress, 2d Session, 
Hearings before a Subcommittee of the Committee on Interstate and Foreign Commerce... . 
Pursuant to S. 2598 (1942); 77th Congress, 2d Session, House Report No. 2664 (1942); 77th 
Congress, 2d Session, Senate Report No. 1490 (1942); 78th Congress, 1st Session, House 
Report No. 69 (1943); 78th Congress, 1st Session, House Report No. 142 (1943); 78th 
Congress, 1st Session, Senate Report No. 13 (1943); Congressional Record, 78th Congress, 
Ist Session (1943) 35, 196, 338-54, 395, 507, 768, 793, 824-25, 884, 1089-96, 1141-46, 
1193-96, 1274, 1277, 1461, 1685. 

42 Report of the Federal Communications Commission, “In the Matter of the Application 
for Merger of The Western Union Telegraph Company and Postal Telegraph, Inc.,” Docket 
No. 6517 (September 27, 1943). 
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which granted wage increases to the A.F.L. and C.LO. telegraph 
unions amounting to $31,000,000 in retroactive pay and $25,000,000 in 
annual recurring wages. In its decision, the board described telegraph 
as a low-paying industry with an inequitable wage structure; it pointed 
out that no general wage increases had been granted by the company 
since the increases ordered by the board in 1943, and that over one 
third of the adult employees were receiving less than 55 cents an 
hour.** As a result of these wage awards, Western Union, although it 
had enjoyed its peak year in traffic volume and revenues, found itself 
at the end of 1945 with an operating deficit. 

Subsequently, on March 18, 1946, the company petitioned the F.C.C. 
for an upward adjustment in rates to obtain an estimated $18,500,000 
in additional annual revenues, and at the same time it outlined to the 
commission a modernization program involving an expenditure of 
over $60,000,000.** The company contended that the increased rates 
would rehabilitate its credit standing, enabling it to raise sufficient 
funds from the capital market to complete its mechanization program 
by the end of 1949. 

The commission’s majority opinion in this case is a noteworthy 
document in outlining the problems which currently face Western 
Union.*° It calls attention to the competitive relations and the possi- 
bility of considerable diversion of traffic as a result of the rate increase. 
The commission’s report also points out that the modernization pro- 
gram, on which the company is relying for salvation, will, according 
to the company’s own figures, result in annual savings of only 
$16,000,000, the savings not reaching this level until 1951.*° On this 
basis, there appears little likelihood of a future reduction in rates. 

Notwithstanding these and other major reservations, the F.C.C., 
with one commissioner dissenting, granted the rate increase for one 
year. At the same time, however, the commission adopted an order 
providing for a 
comprehensive investigation into all phases of Western Union’s practices, opera- 
tions, regulations, facilities, services, patents, contractual arrangements, and plans 





43 National War Labor Board, In the Matter of Western Union Telegraph Company and 
National Coordinating Board, American Federation of Labor (Case No. 111-17763-D) 
(December 29, 1945); idem, In the Matter of Western Union Telegraph Company and 
American Communications Association, C.1.0. (Case No. 111-8474-D) (December 29, 1945). 

44 “Official Report of Proceedings before the Federal Communications Commission,” Docket 
No. 7445 (June 4, 1946) pp. 54-55. The estimate of the cost of the modernization program 
was subsequently revised to $72,600,000.—Ibid., p. 2439. 

#5 Report of the Federal Communications Commission, “In the Matter of the Western Union 
Telegraph Company Petition for a Rate Increase,” Docket No. 7445 (June 4, 1946). 

#6 The estimate of savings was subsequently revised upward by Western Union to a level 
of $19,900,000 by 1952. 
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for and in connection with interstate telegraph communication service, and into 
the conduct of its management and the basis upon which its policies are 
formulated .... 

By this investigation we propose to determine what Western Union’s basic diffi- 
culties are, in order that an informed decision may be made as to the steps that 
must be taken to place the company’s system on a sound and efficient basis so 
that it may meet its responsibilities to render comprehensive, economical, and 
speedy service; or, if it becomes clear that Western Union is unable to meet such 
responsibilities, to ascertain what alternative action will be necessary to provide 
the public with the kind of telegraph communications service to which it is 
entitled under the Communications Act.*7 


The development of the proposed investigation is dependent, how- 
ever, on Congressional approval of funds for employing a special 
investigating staff. The commission’s regular staff, burdened with 
numerous other pressing duties, is unable to pursue the project without 
such aid. 

Meanwhile, on August 29, 1946, a new crisis was precipitated when 
a fact-finding board recommended further wage increases totaling 
$24,000,000. These wage “boosts” were more than sufficient to wipe 
out all the gains expected from the rate increase. The board, neverthe- 
less, held that it could not regard ability to pay as a determining factor 
in this case because the wage adjustment involved was designed “to 
restore a reasonable balance between Western Union wage levels and 
levels in related industries as well as in industry generally,” and that 
the “right to a restoration, if only in part, of that relationship represents 
a claim of the employees that in all justice is prior to the claim of the 
stockholders of Western Union.” ** The recommendations of the fact- 
finding board were subsequently accepted by the company and the 
unions.” 

Partially offsetting the cost of this second general wage increase was 
the commission’s order requiring elimination of “special” low rates 


47 Ibid. 

48U. S. Department of Labor, Report and Recommendations of the Fact Finding Board 
Appointed by Order of July 11, 1946, in the Dispute between The Western Union Telegraph 
Company and the National Coordinating Board, A.F.L.; idem, Recommendations of the Fact 
Finding Board Appointed by Order of July 11, 1946, in the Dispute between The Western 
Union Telegraph Company and the American Communications Association, C.1.0. 

49 Regarding any further general wage increase, the A.F.L. union agreed to maintain labor 
peace until August 15, 1947, unless in the interim there is a substantial change in national 
wage stabilization policies, directives, or legislation, in which event, after March 1, 1947, the 
question of a general wage adjustment may be reopened on thirty days’ notice. The A.F.L. 
union also agreed to co-operate with the company in seeking a further reasonable increase 
in telegraph rates, in obtaining federal legislation abolishing reduced telegraph rates on 
government messages, and in urging repeal of the 25 per cent excise tax on telegrams. The 
C.L.O. union agreed to forgo any further general wage demands until April 1, 1947. 
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for particular routes.’ The raising of these rates, effective November 2, 
1946, is expected by the company to yield over $4,000,000 in annual 
revenues. 

Moreover, Western Union petitioned for another general rate 
increase, amounting to 15 per cent. As evidence of the company’s 
critical position, Western Union testified it was operating at a 
rate that would result in an annual deficit of $7,900,000 and that its 
cash holdings would have been exhausted if equipment ordered for 
the mechanization program had been delivered on schedule. The 
commission, in December 1946, granted Western Union a 10 per cent 
rate increase, while withholding for the time being a decision on the 
additional 5 per cent requested. According to the company’s estimate, 
the 10 per cent interstate increase, with corresponding intrastate 
increases, will add an additional $10,000,000 to the public’s annual 
telegraph bill. 

In addition to rate increases, Western Union has sought financial 
relief by an economy program, designed to cut operating costs. This 
program has included closure of offices, replacement of company- 
operated offices by so-called agency offices, whereby services provided 
by an agent (such as a drug store or grocery store) are remunerated 
on a commission basis, the shortening of hours of offices, re-routing of 


traffic to avoid overtime work at usual relay points, and outright force 
reductions. As a result, substantial reductions have been made in 
Western Union’s operating force and in the amount of overtime 
worked. These economy measures, however, have necessarily had 
adverse effects upon the quality and scope of telegraph service. 


IV 


The public, the investors, and employees of Western Union each 
have an immediate and substantial interest in a thorough investigation 
of the company. The public during 1945 filed 245,000,000 domestic 
messages, in addition to renting various private-line services, for which 
it paid over $166,000,000. Bondholders hold claims to $80,000,000 
indebtedness, while some 29,000 stockholders own 1,250,000 shares of 
stock with a book value of almost $105,000,000. Western Union 
employees in 1945 numbered 63,000 and earned about $127,000,000. 

Formulating a program that will take account of these interests 


50In the course of Western Union’s history, there developed city-to-city special rates and 
City-to-state special rates which have been lower than the applicable standard rates by a 
substantial per cent. These special rates represent one aspect of the company’s anomalous and 
chaotic rate structure which the commission is seeking to correct. See “Official Report of 
Proceedings before the Federal Communications Commission,” Docket No. 7445 (1946) 
pp. 1726 ff. 
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and at the same time enable Western Union profitably to provide 
a high-quality service at reasonable rates poses problems of extreme 
complexity. It is clear that the company must reduce unit labor costs 
drastically. Although its average wage rates are below those of other 
utility industries, telegraph, nevertheless, has one of the highest ratios 
of labor costs to revenue of any industry in the country.” Drastic 
changes in technology and organization are in order—changes which, 
it is hoped, would so increase productivity that Western Union would 
be able to reduce telegraph rates and at the same time increase wages 
and improve working conditions. 

Currently, Western Union has underway a plan which involves the 
utilization of microwave radio relay and leased telephone wires to 
replace outside plant facilities; automatic reperforator switching as a 
substitute for manually operated printers; and facsimile transmission 
to reduce the expense of terminal handlings.”” A major question to be 
determined in the proposed investigation is the nature of the cost curve 
of operations under this program. If over a significant area, unit costs 
decrease with an increase in traffic, a vigorous expansionary program 
may be in order. Such a program would involve slashing rates, extend- 
ing and improving service, and launching an aggressive advertising 
campaign. 

Whether the company, unaided, can stimulate the demand for tele- 
graph to the extent required for profitable operation is, however, 
highly problematic in view of the intensely competitive nature of the 
communications industry. The next few years should witness exten- 
sion, improvement, and perhaps some reduction in rates for toll 
telephone and TWX service. Air mail will certainly make giant strides 
in the direction of speedier, more reliable, more extensive, and cheaper 
service. Radiotelegraph carriers may perhaps seek to re-enter the 
domestic field and compete for the more profitable business.°* A new 
competitive threat may soon develop from the popularization among 
business firms of recording devices; attached to telephones, these 
devices permit an exact, instantaneous recording service.”* They are 


51 After the wage awards of December 29, 1945, and prior to the more recent increases, 
the ratio of labor cost to total operating revenue for the domestic part of Western Union 
operations was 73.4 per cent; the ratio of labor cost to total operating expenses (excluding 
depreciation, taxes, and uncollectibles) was 81.6 per cent. 

52 “Official Report of Proceedings before the Federal Communications Commission,” Docket 
No. 7445 (1946), pp. 53-55, 753-57, 772-808, 2061-62, 2401-3, 2428-43. 

53In June 1942 the domestic operations of radiotelegraph carriers were ordered suspended 
by the Board of War Communications as a wartime measure. 

54 See the Proposed Report of the Federal Communications Commission, “In the Matter of 
Use of Recording Devices in Connection with Telephone Service,” Docket No. 6787 (August 8, 
1946). 
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thus directly competitive with telegraph whose special advantage for 
commercial usage has been that it provides a written record. In view 
of the fact that a very high proportion of Western Union’s traffic is 
derived from business users, any extensive inroads into this class of 
customer will have major repercussions on the company. Another 
significant development is the experimentation of several companies, 
in addition to Western Union, with the radio beam, and the announced 
intention of some of these, such as the Raytheon Manufacturing 
Company, to invade the telegraph field within the near future. 

Alternatively, instead of seeking to extend and expand telegraph 
service, Western Union might be permitted to restrict service to the 
more populous and profitable urban centers.°” The company’s financial 
situation might improve substantially if, for example, service were 
limited to one hundred cities. It is possible that Western Union could 
even service profitably the four-hundred-odd cities of over 25,000 
population. Such a program, however, raises a number of serious 
questions of public policy: Would other agencies, such as the 
railroads or telephone companies, fill the void for the thousands of 
communities to which and from which telegraph service would be 
shut off? What level of rates would be required to induce companies 
to enter and continue in this field? How adequate would their service 
prove? To what extent would national security be impaired? 

The president of Western Union has referred to three other alter- 
natives: government subsidy, merger of telephone and telegraph, or 
government ownership.” In considering these measures, Congress, as 
the over-all, policy-making body, will be called upon to wrestle with 
such problems as: What function does, or can, telegraph serve? Is it 
akin in public need to the mail service? Shall the policy of thirty-five 
years’ standing of competition in the domestic communications field, 
especially between telephone and telegraph, be continued? To what 
extent should such competition be enforced with public financial aid 
and what would be the magnitude of the required assistance? If 
government operation is necessary, what measuring rod should be 
used in valuing Western Union’s properties, net book value or the 
capitalization at present value of future earnings? These are only a 
few of the questions to which answers may have to be found. 


Washington, D.C. H. H. Gotp1n 


55 As of December 31, 1945, Western Union reported some 30,000 offices of which 15,000 
were operated jointly with railways and 11,000 were agency or commission offices. 
56 President Joseph Egan also suggested a fourth alternative, namely, receivership. 





The Decline of the Medici Bank” 
I 


HE power of the Medici as a banking house, and their weakness 
also, become clearer when we examine the source of their funds. 
The main problem is whether the Medici bank operated mainly with 
the money invested by the partners or whether most of the operating 
capital was supplied from outside sources. It would be easy to settle 
this question if some balance sheets of the Medici bank were still 
available. As none have come down to us, another method of approach 
has to be used. 

According to the partnership agreement of 1471, the Medici com- 
pany in Bruges had a capital of only £3,000 groat. And yet the Bruges 
branch was able to lend £6,000 groat, and more, to the Duke of 
Burgundy. Besides, there was money to spare which was invested in 
mercantile ventures and in the business of exchange. The obvious 
conclusion is that the Medici branch of Bruges operated with financial 
resources which were much larger than its capital. The same holds 
true of the danco in Florence and of the other branches. 

From where did these extra funds come? A careful examination of 
the surviving records reveals that the Medici bank in Florence and its 
subsidiaries abroad were financed largely as follows: (1) by undis- 
tributed profits that were allowed to accumulate; (2) by money 
invested by the partners themselves fuori del corpo della compania, 
that is, above and beyond the capital; and (3) by money held on 
deposit or a discrezione for outsiders. 

As has been pointed out, the articles of association usually provided 
that profits could not be withdrawn before the termination of the 
contract. The private account book of Francesco Sassetti proves con- 
clusively that this practice was actually followed and that profits were 
divided only from time to time.®° Moreover, substantial reserves were 
set aside and kept undivided in order to provide for unforeseen contin- 
gencies. Sassetti’s account book contains data concerning only the 
Geneva and Lyons branches, but there is no reason to suppose that a 
different practice was followed elsewhere. 

* This is the concluding section of the study of the Medici Bank by Raymond de Roover. 
The first section of this study, “The Medici Bank: Organization and Management,” was 
published in the May 1946 issue of the JourNnaz; the second section, “The Medici Bank: 


Financial and Commercial Operations,” was published in the November 1946 issue of 


the JoURNAL. 
66 Florence Edler de Roover, “Francesco Sassetti and the Downfall of the Medici Banking 
House,” Bulletin of the Business Historical Society, XVII (1943), 72-75. 


69 





70 Raymond de Roover 





According to the articles of association, each partner was bound to 
supply in full his share of the capital, but he was free to invest addi- 
tional money fuori del corpo or outside the capital. On such invest- 
ments he was entitled to receive interest which was payable prior to 
any division of profits among the partners. Thus Sassetti had, in 1462, 
more than 6,000 écus on deposit with the Geneva branch in addition 
to a share of 2,300 écus in the capital. The Medici themselves placed 
money on deposit with the danco in Florence and with the branches 
outside of Florence. Cosimo de’ Medici and his brother Lorenzo had 
Fl. 10,000 on deposit with the danco in Florence and another FI. 
10,000 with the Medici company in Venice, according to the Floren- 
tine tax records for the year 1430.°’ On these deposits, the two brothers 
received 5 per cent. It even happened that one branch had money on 
deposit with another branch and received a given per cent for the 
use of this money. Thus the Medici partnership in Venice was, in 
1459, a creditor of the Medici partnership in Milan for a deposit of 
£15,000 imperiali on which the latter paid interest at the rate of 12 
per cent. The interest was only 10 per cent on another deposit of 2,000 
ducats or £7,800 imperiali.® 

The Medici bank and its subsidiaries also accepted deposits from 
outsiders. These deposits were not demand deposits, but time deposits 
on which interest or discrezione was paid. This word discrezione was 
used with three different meanings in the Florentine records of the 
time. First, it meant that a deposit was an irregular deposit, that is, 
that the borrower had the right to employ the funds in his business 
“at his discretion” or as he saw fit. Second, discrezione referred to the 
return which was paid on such deposits by the borrower. Third, the 
word discrezione was used to designate the deposit itself. 

The outsiders who had deposit accounts with the Medici bank were 
mainly prominent Florentines friendly to the Medici, and Italian 
nobles, ecclesiastics, and statesmen who, for some reason or other, did 
not want to invest all their fortunes in landed estates, in annuities, in 
rentes (a form of mortgage), or even in municipal loans. These 
investors were certainly attracted by the high return which was 
promised to depositors by the Medici and other merchant bankers. 
Francesco Sassetti, the general manager of the Medici, had most of 
his fortune, 68.6 per cent in 1462 and 70.9 per cent in 1466, invested in 


67 Heinrich Sieveking, Aus Genueser Rechnungs- und Steuerbtichern (Sitzungsberichte der 
Kais. Akademie der Wissenschaften in Wien, Philosophisch-historische Klasse, No. CLXII, 
Vienna, 1909), p. 97. 

68 Sieveking, Handlungsbiicher der Medici, p. 37. 

69 F, E. de Roover, ‘Francesco Sassetti,” Bulletin of the Business Historical Society, XVII, 71. 
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trade and banking. His shares in the capital of the Avignon and 
Geneva branches were only a small portion of his business invest- 
ments. The major part—4g.1 per cent out of 68.6 per cent in 1462—was 
made up of deposits with the Medici bank.”” Although Sassetti had no 
share in the capital of the Medici branch in Milan, he had FI. 5,000 
larghi standing to his credit on the books of that branch. According 
to the entries in his private account book, the Medici company of 
Milan held this money “on deposit and at their discretion” and paid 
interest on it at the rate of 10 per cent a year. Notice of withdrawal had 
to be given a year in advance.” In other cases this time was reduced 
to six or three months.” 

Foreigners also had money on deposit with the Medici bank. The 
Lyons branch, for example, had among its depositors two prominent 
Frenchmen: Ymbert de Batarnay, Seigneur du Bouchage, chamberlain 
of the King of France, and Messire Philippe de Commines, a diplomat 
of Flemish origin and the author of famous memoirs of the reign of 
Louis XI. The Medici branch in Bruges was used as a depository for 
idle funds by the Count of Campo Basso, Charles the Bold’s Italian 
condottiere, and by Guillaume Bische, another prominent figure at 
the Burgundian court. Bische played a double game and eventually 
betrayed his master by going over to the French.” 

It was not without cause that politicians, such as Commines or 
Bische, were eager to place some of their funds with international 
bankers. They wanted some investment that was safe from confisca- 
tion should they fall into disgrace or have to flee the country. Real 
estate could not be concealed, but accounts with an international bank- 
ing house could be whisked out of the country with a stroke of the 
pen. A book transfer of two lines was all that was necessary. The con- 
tract between Ymbert de Batarnay and the Medici company in Lyons 
provided that the money received on deposit by the latter was repay- 
able at the depositor’s option either in Lyons or in any of the other 
places where the Medici had branches.”* Philippe de Commines drew 
on his deposit account with the Lyons branch to bribe his way out of 


70 Ibid., pp. 69 f. 

71 “Piero et Johanni de’ Medici e Compagnia di Milano deono dare F. cinquemila larghi di 
Firenze . . . . et tengonli in diposito a loro discretione, posti a Valsente a c. 2—F. 5,000 larghi, 
F. 6,000 di suggello E. deono dare F. cinquecento larghi per discretione de’ detti danari insino 
a tutto l’anno 1463 d’accordo con loro posti in questo a c. 20—F. 500 larghi, F. 600 di sug- 
gello.”—Florence, Archivio di Stato, Carte Strozziane, Series II, No. 20: Libro segreta di 
Francesco Sassetti, 1462-1472, fol. 11. 

72 Ibid., fol. 21. 

73 Grunzweig, Correspondance, pp. XXiii, XXXvi. 

74 Giuseppe Molini, Documenti di storia italiana (Florence, 1836-37), I, 14. 
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the iron cage in which he was locked up for plotting against Anne 
de Beaujeu, regent of France during the minority of Charles VIII.” 
Guillaume Bische was not so lucky as Commines. After Bische had 
betrayed Maximilian of Austria, in 1480, Tommaso Portinari was 
called to the court at Brussels. He was forced to take an oath on the 
Gospels and to reveal how much Bische had standing to his credit in 
his deposit account. Maximilian of Austria confiscated the balance. 
Bische, however, recovered his funds more than fourteen years later, 
also by resorting to coercive and illegal methods. He took advantage 
of Charles VIII’s campaign in Italy to extort an indemnity of Fl. 17,500 
from the Florentine republic (1494-95).”° 

The taking of interest, as has been pointed out, was considered usury 
by the church. How was the payment of interest on bank deposits 
reconcilable with the prohibition of usury? The answer to this ques- 
tion raises many subtle problems and will therefore be only tentative. 

The entries in Sassetti’s private account book show conclusively that 
he received a fixed return on his deposits and that the rate varied from 
8 to 12 per cent a year on different deposits.“’ However, the contract 
between the Medici company in Lyons and Ymbert de Batarnay, 
Seigneur du Bouchage, concerning a deposit of 10,000 écus au soleil 
does not mention any fixed percentage but states, on the contrary, 
that this sum was to be employed in lawful trade and’ the profits 
accruing therefrom were to be shared equally between the contracting 
parties.“° This clause should not be interpreted too literally, since it is 
unlikely that the Medici shared their profits with depositors. It meant, 
however, that the depositor received a return which might vary 
slightly from year to year, sometimes more, if the year had been 
good, and sometimes less, if it had been poor.” If there were losses 
instead of profits, the depositor might not receive any return at all. 
According to a statement of account attached to the contract, the 
Seigneur du Bouchage was allowed 1,535 écus sans soleil for an 
unstated period ending February 12, 1491, and 1,640 écus sans soleil 


75 Baron Kervyn de Lettenhove, Lettres et négotiations de Philippe de Commines (Prussels, 
1867), II, 39, 68. 

‘ 76 Grunzweig, Correspondance, p. XXxVi. 

77 Sometimes the rate is explicitly stated and sometimes not. “E deono dare V 480 vecchi per 
providigione d’uno anno diV 6,000 a 8 per cento |’anno.”—Florence, Archivio di Stato, Carte 
Strozziane, Series II, No. 20, fol. 12, Account of Francesco Sassetti e Compagnia di Ginevra. 

78 Molini, Documenti, I, 14. 

79 Florence Edler [de Roover] gives a good example of a reduction of the rate of return 
paid to depositors when operating results were unfavorable, in “Eclaircissements 4 propos des 
considérations de R. Davidsohn sur Ja productivité de l’argent au moyen Age,” Vierteljahrschrift 
fiir Sozial- und Wirtschaftsgeschichte, XXX (1937), 377-78. 
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for the two succeeding years ending in May 1493.’ The rate of return 
was probably 7.5 per cent in the first case and 8 per cent in the second, 
but this is more or less a guess.*’ In any case, it seems that deposits 
with the Medici bank could be compared to modern income bonds on 
which interest is paid only when earned. The correctness of this inter- 
pretation seems to be confirmed by the story of Philippe de Commines’ 
troubles with the Medici bank. 

Commines, too, had money on deposit with the Lyons branch. A 
settlement of account took place in November 1489, and the parties 
agreed on everything except one point: the Medici company in Lyons 
refused to allow anything to Commines as return on his deposit for 
the last two years. The parties agreed, however, to submit the differ- 
ence to Lorenzo the Magnificent.*” It must be added that the Lyons 
branch was at this time in serious financial difficulties and had suffered 
heavy losses because of the mismanagement of Lionetto de’ Rossi, the 
operating partner. Commines felt that he had not received a square 
deal and wrote to his dear friend “Seigneur Laurent” (Lorenzo the 
Magnificent). Seigneur Laurent replied that he was very sorry, of 
course, but that he had lost a great deal and that there was little 
which he could do.** Commines accepted Lorenzo’s decision, but not 
without complaining that such a settlement was very unfavorable to 
him.** He was given to believe that if the Medici bank recouped its 
losses as it hoped, all would be made good.” But Lorenzo died in 1492, 
his son Piero was expelled from Florence in 1494, and all Medici 
property was confiscated by the new republican regime. Commines tried 
to obtain payment from the Florentine republic and wrote one request 
after another for the next fifteen years.*° It was all in vain; he never 
received either principal or interest. 

Why were the Medici so firm in refusing to credit Philippe de 
Commines for interest on his deposit ? The explanation, in my opinion, 
is found in the provisions of a Florentine statute of the year 1312. 
Because usury was prohibited, interest was not recoverable at law. 
The statute in question provided, however, that any interest or “con- 
sideration” was due to the creditor if it had been written to his credit 

80 Molini, Documenti, I, 16. 

81 ]t is impossible to compute the rate with accuracy because the écu sans soleil was worth a 
little less than the écu au soleil. 

82 Kervyn de Lettenhove, Lettres, II, 69 f. 

83 Ibid., pp. 70 f. 

84 “Te dit appointement est bien mégre pour moi.’—Ibrd., p. 72. 

85 Ibid, p. 83. 


86 Ibid., pp. 147, 248-49, 255-56, 269-73. The last request is dated August 25, 1511. 
Commines died the same year. 
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in the books of the debtor. Such credits were not to be considered as 
usury, since the debtor had made the entry in his books of his own 
free will and without compulsion.’ Therefore, if interest had been 
added to the credit of Commines, he would automatically have become 
a creditor of the Medici bank to that extent. As long as no interest was 
credited to his account, he had no legal claim to any return. The 
statute of 1312 also throws light on a puzzling passage in a letter of 
Tommaso Portinari: “Our profits, as you will see [from the balance 
sheet], have been small this year and our expenses, great. I have not 
added any discrezione to several deposit accounts.” *° 

The effect of the usury prohibition was to place the creditor at the 
mercy of the debtor, since it made it difficult for the former to collect 
interest from the latter. Another result was that merchants resorted 
to all kinds of subterfuges in order to conceal interest charges. Docu- 
ments were deliberately couched in obscure and ambiguous language 
that became a fertile breeding ground for expensive litigation. It was 
not even clear whether persons who had given money in deposit to a 
banker should be considered as creditors or as partners. In 1487, the 
heirs of Tommaso Soderini, a prominent Florentine and supporter of 
the Medici, brought suit against Tommaso Portinari, who had by that 
time broken his connection with the Medici and was doing business 
on his own account, for restitution of a sum of 4,20414 ducats which 
he had received in deposit and which was repayable after four months’ 
advance notice. Portinari refused to return the amount and contended 
that it had not been given to him in deposit, but that there existed a 
partnership because it had been agreed between the parties to employ 
the money in trade and to share the profits accruing therefrom.** The 
real reason for Portinari’s refusal was that he was hard up for cash 
and desperately short of working capital. The court ordered Portinari 
to give bail for the sum in dispute but did not decide immediately on 
the main issue of the suit. Unfortunately, we do not know how the 
court finally settled the case. 


87 Armand Grunzweig, “Le Fonds de la Mercanzia aux Archives d’Etat de Florence au 
point de vue de l’histoire de Belgique,” Bulletin de l'Institut Historique Belge de Rome, XI 
(1932), 92 f; Gustav Lastig, “Beitrage zur Geschichte des Handelsrechts,” Zeitschrift fir das 
gesamte Handelsrecht, XXIII (1878), 143-47. This passage of the Florentine statute of 1312 
has ‘apparently not attracted the attention of the authors who have discussed the legal character 
of the deposit or accomandigia contract. Cf. Armando Sapori, “Le compagnie mercantili toscane 
del Dugento e dei primi del Trecento: la responsabilita dei compagni verso i terzi,” reprinted 
from Studi di storia e diritto in onore di Enrico Besta (Milan, 1938), pp. 8-15. 

88 Grunzweig, Correspondance, p. 131. 

89 The heirs of Tommaso Soderini vy. Tommaso Portinari, September 11, 1487; Gilliodts, 
Cartulaire de l’Estaple, Il, 260, No. 1240. 
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To receive interest on a bank deposit was severely condemned as 
usury by San Antonino, Archbishop of Florence. In his works he 
inveighs against nobles who do not work but set out their money with 
a trader or a banker in expectation of a return “at the discretion” of 
the latter and without assuming any risks.°? These views were even 
shared by merchants. Lodovico Guicciardini, a Florentine residing in 
Antwerp in the sixteenth century, severely criticizes gentlemen who, 
for the sake of a “certain” gain, place their money on deposit with 
merchants instead of improving their estates.”* 

It may be argued that the prohibition of usury impeded the develop- 
ment of capitalism in at least two ways: first, by keeping the interest 
rate high and, second, by undermining the enforcement of contracts. 
As far as the Medici are concerned, unsound financing was perhaps 
a major factor in their downfall. It seems plausible that they placed 
themselves in the same position as that of a modern corporation 
which is trading on the equity and relies mostly on the issuing of 
bonds as a means of financing expansion. When business conditions 
became unfavorable and profits fell, the Medici should have reduced 
the return which they offered to depositors. Perhaps it was impossible 
to do so without losing prestige or without causing withdrawals of 
much needed cash at a critical moment. In any case the Medici were 
reluctant to cut interest charges, except as a last resort. When they 
finally decided to take this fateful step, it gave wide publicity to the 
extent of their losses and undermined their prestige both at home and 
abroad.” Lorenzo the Magnificent was able to maintain himself in 
power, but Piero, his son, was overthrown in 1494, a little more than 
two years after his father’s death. 


IT 


Machiavelli, in his History of Florence, blames the downfall of the 
Medici banking house on Lorenzo’s lack of business ability and on 
the extravagant conduct of the branch managers who behaved like 
princes rather than private individuals.°* Adam Smith, who was well 
read, made the most of this passage of Machiavelli’s to prove the 


90 Bede Jarrett, O.P., San Antonino and Medieval Economics (St. Louis, 1914), p. 69; 
Fanfani, Spirito capitalistico, p. 113. 

91R, H. Tawney and Eileen Power, eds., Tudor Economic Documents, Ill, 16. 

92 Alfred von Reumont, Lorenzo de’ Medici, the Magnificent (London, 1876), Il, 334-37. 
On one day, April 21, 1488, seventeen letters about the difficulties of the Lyons branch were 
dispatched to foreign creditors, including Ymbert de Batarnay, Seigneur du Bouchage. 

93 Niccolé Machiavelli, Istorie fiorentine, ed. Plinio Carli (Florence, 1927), Vol. II, Book 
VIII, chap. xxxvi, p. 218. 
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wastefulness and inefficiency of government enterprises.°* There is 
undoubtedly much truth in Machiavelli’s statement; Lorenzo was 
certainly a poor businessman.”” But Adam Smith oversimplifies the 
problem. Mrs. de Roover has pointed out in her study of Francesco 
Sassetti that “the downfall of the Medici banking house cannot be 
traced to a single cause, but to a complex of circumstances and a com- 
bination of interacting factors.” °° Francesco Sassetti was at least partly 
responsible because of his failure to keep the branch managers firmly 
in hand. Besides the faults of Lorenzo and Francesco Sassetti, there 
are other factors that should be considered. 

Business conditions were in general unfavorable after 1465, and the 
value of the gold florin in silver piccioli rose more than 20 per cent 
between 1475 and 1495 (see chart on page 77). This rise was not due 
solely to the debasement of the silver currency, but also to a change 
in the market ratio between gold and silver. Since most deposits were 
repayable in gold, the Medici were crushed between the steady fall of 
gold prices and the mounting burden of their commitments to 
depositors. 

In Florence small payments were made in silver or lire di picciolt. 
For example, all retail prices and wage rates were quoted in piccioli. 
But, according to law, all wholesale prices were quoted in gold 
florins and all bills of exchange were payable in the samie currency. 
In other words the Jira di piccioli or the pound of 240 denari piccioli 
was used in the making of local payments, but the gold florin was used 
exclusively in banking and in international trade. Retailers kept their 
books in piccioli, but merchants and bankers kept theirs in gold florins. 
Industrial entrepreneurs used both monetary units in their books. 
Accounts in the general ledger were in florins but records concerning 
wages and supplies were kept in lire di piccioli, the silver currency. 
After 1450, the local price level was presumably stabilized by debasing 
the silver coinage. But wholesale commodity prices (usually quoted in 
florins) were allowed to fall, because the public authorities were 
reluctant to reduce the gold contents of the florin and to destroy its 
prestige as an international currency. 

The Medici lost in more than one way: first because gold prices of 


94 Adam Smith, An Inquiry into the Nature and Causes of the Wealth of Nations (New 
York: Modern Library, 1937), p. 771. 

95 There are other testimonies beside Machiavelli’s. For example, Alessandro de’ Pazzi, a 
nephew of Lorenzo, states that the latter “did not have much aptitude for trade” (“non era 
alla mercatura molto atto”).—‘Discorso di Alessandro de’ Pazzi al cardinale Giulio de’ Medici, 
anno 1522,” Archivio storico italiano, Series 1, Vol. I (1842), p. 422. 

96 F, E. de Roover, “Francesco Sassetti,” Bulletin of the Business Historical Society, XVII, 80. 
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commodities fell steadily, and secondly because much business was 
done with countries, such as France, England, and Flanders, whose 
silver currency was depreciating in terms of gold. What the Medici 
might have gained on wages and other small items was probably 
negligible. While assets thus tended to shrink in value, liabilities 
remained the same because the Medici owed gold—florins or écus— 
to depositors. As the purchasing power of gold increased, interest 
charges payable in gold became more and more burdensome. But the 
worst was that the assets, as they declined in value, reduced the owner’s 
equity, until there was nothing left. The Medici, by relying so much 
on borrowed capital, had weakened their resistance to deflationary 
pressures and were especially vulnerable when the crisis came. 

As was pointed out before, the Medici feared the adverse effect 
on their credit of a reduction of the “discretion” which they offered 
to depositors. The evil of delaying such a reduction was aggravated by 
the defects of the financial structure: a small capital and a large debt 
on which interest had to be paid. As long as earnings exceeded interest 
charges, profits were likely to be great. If, however, earnings failed to 
cover those charges, losses too were likely to be large and to swallow 
up the capital within a short time. 

During Cosimo’s earlier years, the Medici business had grown 
through the reinvestment of earnings. But, as the family rose to 
princely status, household expenses grew to such an extent that earn- 
ings were taken out instead of being plowed back.*’ Those with- 
drawals involved a loss of working capital that was replenished appar- 
ently by obtaining interest-bearing deposits. But this method of 
finance only increased the burden of interest payments at a time when 
profits were falling off. Risky loans to princes and the resulting capital 
losses further increased the strain on working capital and the danger 
of operating with borrowed funds. As losses piled up, working capital 
shrank still further. To replace it, more borrowing became necessary. 
Finally bankruptcy was avoided only by dipping into the state treasury. 
Lorenzo the Magnificient did not hesitate to salvage his bank by 
defrauding the Monte delle Dote, a pool or mutual fund for the pay- 
ment of dowries. It is not surprising that enemies of Lorenzo have 
accused him of misappropriation of public funds. His admirers have 


97 Alessandro de’ Pazzi lists as causes of the failure of the Medici bank: (1) Lorenzo’s lack 
of business ability, (2) his interest in politics, (3) his high household expenses.—“Discorso,” 
Archivio storico italiano, Series I, Vol. I (1842), 422. According to Lorenzo’s own statement, 
from 1434 to 1471, or in the space of thirty-eight years, his family spent the incredible sum of 
Fl. 663,755 or an average of Fl. 17,467 a year on buildings, charities, subsidies, and taxes, 
not including other expenses.—William Roscoe, The Life of Lorenzo de’ Medici (9th ed.; 
London, 1847), p. 426; Angelo Fabroni, Laurentii Medicis Magnifici Vita (Pisa, 1784), Il, 47. 
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tried to excuse his actions, but they have never been able to prove that 
the accusation is entirely without foundation. 

Cracks in the structure of the Medici banking house began to appear 
even before the death of Cosimo. A survey of the surviving records gives 
decidedly the impression that, by that time, the Medici bank had 
passed the peak of its prosperity and was already on the decline. If 
Cosimo had lived, it is possible that he might have prevented the 
building from crumbling and that he might have taken the drastic 
measures which were necessary to buttress the tottering walls. But his 
successors did not have his business ability nor that of his younger son 
Giovanni di Cosimo, who died prematurely in 1463. Piero di Cosimo, 
the elder son, who was in poor health, had not been trained for busi- 
ness. Nonetheless he did much better than was expected. For a time 
he tried to stem the tide by adopting a policy of retrenchment. He 
declared that “he intended to keep what he had in substance and in 
credit and not to acquire more in dubious ways.” °° This conservative 
program was not, or could not be, carried out. Even Piero, who was 
bedridden most of the time, was prevailed upon by his advisers or was 
forced by circumstances to make decisions that were inconsistent with 
his program. 

After Lorenzo came to the helm, matters went from bad to worse. 
Political considerations were given priority over cool business judg- 
ment. As Lorenzo had little interest in business, vital decisions were 
postponed. No farsighted policy seems to have been followed. As new 
cracks appeared, they were patched up, but patching up did not 
prevent the cracks from spreading until the entire structure was beyond 
repair. Branch managers received no guidance from above; they were 
left to shift for themselves. 

Instead of retrenching, the Medici became more and more 
entangled in speculative enterprises, such as the alum cartel, or in 
loans to princes “which involved more risks than profits” according 
to Piero’s prophetic words. One branch after another got into 
difficulties and had to be liquidated or reorganized. 

The London branch came to grief before 1464, the year of Cosimo’s 
death. The trouble originated in excessive loans to Edward IV.” © 
Business conditions in England had become increasingly unfavorable 
to the Italians because of a concourse of circumstances: the War of 
the Roses, the growing hostility of the City and the English merchants 
toward the Italians, and the steady decline in the quantity of wool 
that was available for export, a result of the rapid development of the 


_ 98 Sieveking, Handlungsbtcher der Medici, p. 50. 
®9 Grunzweig, Correspondance, pp. xxviii f. 
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English cloth industry.’ In order to obtain export licenses from the 
King, it was necessary to lend him money. And his demands never 
ceased. New licenses could be obtained only by granting new loans. 
Conditions in England were so unstable that one branch manager, 
Giovanni de’ Bardi, gave up in despair. For a time the London branch 
was managed by an unreliable factor, Gherardo Canigiani, who was 
more interested in ingratiating himself with Edward IV than in giving 
faithful service to his masters."°* Angelo Tani was sent to London in 
1467 and finally succeeded in making a settlement with Edward IV 
which provided for the gradual extinction of the King’s debt. The ink 
on this agreement was scarcely dry when the War of the Roses flared 
up again. Edward IV, after his victories at Barnet and Tewkesbury, 
reascended the throne of England, but he had sunk deeper into debt 
and was less able to pay than ever before. Many of the rebels were 
debtors of the Medici; they had been slain and their property was 
seized. The only solution was to wind up the Medici partnership in 
London. The liquidation dragged on for several years. In 1478 losses 
totaling Fl. 51,533 were written off.’ 

The Medici branch in Venice disappeared before 1470."°? No one 
knows why it was liquidated. 

Tommaso Portinari was the captain who steered the Bruges branch 
onto the rocks by lending large sums to Charles the Bold: In 1478, the 
Medici decided to pull out and to limit their losses. The partnership 
with Portinari was dissolved, and Lorenzo received FI. 16,616 in final 
settlement.’** The other partners also withdrew and received their 
shares. This settlement left Portinari practically without working 
capital but with many debts and with doubtful claims on the govern- 
ment and the Hanseatic League.’”’ Portinari spent the rest of his life 
prosecuting those claims and staving off creditors who were assailing 
him from all sides. It is not true, as several historians have written, 


100 Fileen Power, “The English Wool Trade in the Reign of Edward IV,” The Cambridge 
Historical Journal, Il (1926), 18 f. 

101 Cora L. Scofield, The Life and Reign of Edward the Fourth (London, 1923), II, 
420-28, a detailed biography of Gherardo Canigiani, unfortunately based exclusively on 
English sources. Canigiani never was admitted as a partner. After breaking off his connection 
with the Medici, he married an English wife and obtained letters of denization. In English 
documents he is called “merchant, citizen and mercer of London, sometime of the fellowship 
of the Medicis of Florence, and factor and attorney of the same.” 

102 Sieveking, Handlungsbticher der Medici, p. 51. 

103 “Ta mia ragione di Vinegia ch’é finita e pil non vi tegniamo trafficho.”—Idem, Aus 
Genueser Rechnungs- und Steuerbtichern, p. 101. 

104 Grunzweig, Correspondance, p. Xxxiv. 

105 In an ordinance of Maximilian dated January 6, 1488 (n.s.), it is stated explicitly that 
Portinari was forced to give up his business because he was deprived of his capital.—L. 
Gilliodts-van Severen, Cartulaire de l’ancien grand tonlieu dé Bruges (Bruges, 1908), I, 343. 
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that the Medici company in Bruges continued to do business until 
1485 under the management of Pierantonio Bandini-Baroncelli.”° 
This man was the Bruges manager of the Pazzi bank and never was 
in the service of the Medici.” 

The Lyons branch was mismanaged by Lionetto de’ Rossi, and in 
1488, was on the verge of collapse. The situation was so serious that 
Francesco Sassetti himself rode from Florence to Lyons and stayed 
there a long time in order to save what could be saved. He succeeded 
fairly well, since the Lyons branch, together with the Rome branch 
and the danco in Florence, was still in existence when the Medici were 
overthrown in 1494. In consequence of this event, the business of the 
Lyons branch was taken over by the firm Lorenzo Tornabuoni, 
Cosimo Sassetti, and Lorenzo Spinelli.’”° 

The banco in Florence also came to an end as a result of the 
revolution of 1494. The mob invaded the Medici palace and burned 
most of the records.’”? All the property of Piero de’ Medici and his 
brothers was sequestered. Custodians appointed by the new govern- 
ment liquidated the bank and took over the administration of the 
other property and the landed estates. As we have seen, there was not 
enough to satisfy all the creditors. 

The Rome branch, which controlled a subbranch in Naples, shared 
in 1494 the fate of the Lyons branch. The manager, Giovanni 
Tornabuoni, formed a partnership with his son Lorenzo Tornabuoni 
and made an arrangement with the new government about the equity 
of the Medici in the business. Their affairs were in such bad shape 
that their debt exceeded their equity by Fl. 11,243. In addition, the 
Medici owed Fl. 7,500 charged to the account of Cardinal Giovanni 
de’ Medici, later Pope Leo X."”” 

The Milan branch had been founded in 1450. It was housed 
in a magnificent palace, a gift from Francesco Sforza to Cosimo 

106 Sieveking, Handlungsbiicher der Medici, p. 53; Otto Meltzing, Das Bankhaus der Medict 
und siene Vorlaufer (Jena, 1906), p. 110. Although Grunzweig corrects their mistake 
(Correspondance, p. xxxiv), it is faithfully repeated by Gutkind, Cosimo, p. 186. 

1077In Bruges documents, Pierantonio Bandini-Baroncelli is called “Pierre Antoine Banding, 
marchand de Florence, facteur et compaignon de la compagnie Francisque et Andrea de 
Pacis.”—Gilliodts, Cartulaire de l’Estaple, Il, 224, No. 1181. He was related to Tommaso 
Portinari’s wife, Maria Bandini-Baroncelli. Pierantonio apparently continued to reside in 
Bruges after the Pazzi conspiracy and probably traded for his owm account from 1478 
onward. He was Florentine consul in 1490.—Idid., p. 270, No. 1253. 

108 Harvard Graduate School of Business Administration, Selfridge Collection of Medici 
Manuscripts, MS 495, Section C, pp. 53-63, contains a copy of the agreement between the 
custodians of the Medici property and the new firm of Tornabuoni, Sassetti, and Spinelli. 
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de’ Medici.’"* Probably the branch paid rent for the use of this palace 
which was the private property of the senior partners. The records of 
the Medici branch in Milan have all been destroyed except for a small 
fragment of the ledger in use during the year 1459. The branch was 
still prosperous in 1478, when Lorenzo was able to draw on its reserves 
during the crisis which followed the Pazzi conspiracy. Up to 1468, its 
manager at Milan was Pigello Portinari, Tommaso’s brother. When 
he died during that year, he was succeeded by another brother, 
Accerito. Because of the clever management of Pigello and Accerito 
Portinari, the Milan branch apparently never got into trouble. Perhaps 
it was liquidated to cover losses elsewhere. In any case it had ceased 
to exist by 1494. 

According to the testimony of Philippe de Commines, the Medici 
bank was the largest banking house in existence in his time.’”” It had 
seven or eight branches and employed from forty to fifty factors, not 
including the branch managers who were junior partners and not 
employees. Besides the factors who served the Medici bank abroad, 
there were several discepoli or clerks in Florence, perhaps ten or 
twelve. Compared with the size of modern corporations, these figures 
are not impressive, but the Medici bank was a giant for its time. It 
may even be argued that it was too large. It is possible that, as deposits 
poured in, it became increasingly difficult to find suitable investments 
for loanable funds. Investment opportunities were practically restricted 
to foreign trade and to the business of exchange. Rather than refuse 
deposits, the Medici succumbed to the temptation of seeking an outlet 
for surplus cash in making dangerous loans to princes. This policy 
proved to be their undoing as it had caused the ruin of the Peruzzi 
in the fourteenth century and later brought the Fuggers to the brink 
of bankruptcy. It seems that it was a general weakness of what N. S. B. 
Gras has called “the financial type of sedentary merchant” to drift 
from private banking into government finance.’ Nearly always 
the results were catastrophic. The case of the Medici is no exception 
to the general rule. 


Wells College RAYMOND DE RooveER 
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Theory and Practice in Historical Study: A Report of the Committee on Histori- 
ography. New York: Social Science Research Council, Bulletin 54, 1946. Pp. xi, 
177. $1.75. 

We are still too close to the Second World War to see just what kind of change 
it has brought in historical writing. But already, it seems to me, many a turn of 
phrase common in prewar discussions concerning the nature of history smacks of 
being “dated.” The committee of the Social Science Resarch Council on historiog- 
raphy was launched in 1942. The report which they completed under wartime 
difficulties sums up very well and evaluates the problems discussed by historians 
in the United States on those occasions between the two world wars when they 
asked themselves what they were really doing. The contributions of Charles A. 
Beard and Alfred Vagts show preoccupation also with the highly involuted 
European theorizing of that period about historiography. 

The confusions in which most historical students have been tossing are repre- 
sented especially well in the first chapter, and in the range of titles brought 
together by Ralph Thompson in the “Selective Reading List.” There is a haven 
of rest provided for those willing to accept anchorage in Chapter IV, “Problems 
of Terminology in Historical Writing” by Charles A. Beard and Sidney Hook, 
but even Mr. Beard is not really content on the quiet waters of Mr. Hook’s logic. 
Chapter V is devoted to “Propositions”; the purpose, as Merle Curti explains in 
the Foreword, was to find some that could be accepted as valid—probably on 
the assumption that since physics has its laws, history should at least have its 
propositions. The difficulty is that the words used in the propositions do not 
have sufficiently definite meanings. They are not like those of physics, which are 
defined by the operations performed in experiments. They are necessarily words 
in common usage with the meaning varying from sentence to sentence according 
to context. Each writer uses them a little differently, but capable writers handle 
the context so as to keep the meanings clear. No way has been found of arriving 
at one standard meaning by defining a word in terms of the tangible experiences 
of historical research. We have no historical equivalents of what P. W. Bridgman 
called operational definition. Creating a system of definition, a prerequisite to 
drawing up propositions, is therefore merely an exercise in a priori logical dis- 
tinctions; and whether it is done in authoritative language, as is usual with the 
creator of a sociology, like Max Weber, or in a tentative common-sense way, as 
is done by Sidney Hook and the rest of the committee, it is almost sure to meet 
enough dissent to be a thankless task. No better illustration of the inevitability of 
such dissent could be found than the footnote on pages 136-137 by Beard and 
Vagts. They are dissatisfied with the meaning given to cause, and they put them- 
selves on record as “of the opinion that the terms ‘cause’ and ‘causality’ should 
never be used in written history.” 

The chapters that I think will be most used by historians are, naturally, those 
that contain most history. John Herman Randall, Jr., and George Haines, IV, in 
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Chapter II, “Controlling Assumptions in the Practice of American Historians,” 
have summarized in a historical narrative what the leaders of the American 
historical profession have said about the nature and the purpose of history, and 
compared it with their practice. It is an ideal bit of reading to acquaint graduate 
students with the high spots of a discussion in which the new Ph.D.’s will soon 
be joining. In Chapter III, Howard K. Beale traces the discussion of the causes 
of the Civil War. No doubt students of that field will find it and the accom- 
panying bibliography a very useful means of orienting their students. To me, of 
major interest were the thirteen itemized conclusions and the extent to which 
they did, or did not, follow one from the other. Conclusion number five seemed 
to me to be well borne out by the chapter as a whole: “Two authors of equal 
honesty, sincerity, and scholarly training, each believing he has been completely 
‘objective’, may use the same historical material to arrive at diametrically opposed 
statements of what each believes is historic ‘fact’” (p. 86)—although the word 
fact is made doubly ambiguous by being put by Mr. Beale in quotation marks. 
But conclusion twelve does not seem:to me to be arrived at as a result of evidence 
presented in the chapter, or to be compatible with the sentence just quoted. It 
seems rather a profession of faith ex tenebris, a praiseworthy belief in things 
unseen, when Mr. Beale concludes: “Still, this study indicates that the acquisition 
of ‘scientific tools’, the more systematic sifting and evaluating of evidence, and 
the constant striving toward never-fully-obtainable objectivity or fairmindedness 
have brought us closer than we were to a clear and true picture of the causes of 
the Civil War” (p. 91). When he claims that we have today “a more nearly 
accurate picture,” should he not somewhere have made clear in what regards 
more accuracy can really be expected? He sets forth quite convincingly (p. 87) 
how the picture is colored by “subjective” elements. I wish he had been at least 
equally explicit in describing the elements that can be handled objectively. 

As a group, economic historians probably are especially inclined to believe that 
there are aspects of history about which statements can be made with objectivity, 
and are especially interested in describing accurately some of those aspects. We 
believe that “two authors of equal honesty, sincerity, and scholarly training” will 
not “arrive at diametrically opposed statements” concerning questions that are 
matters of fact in economic history. In making that statement, I am of course 
giving my own meaning to “matters of fact.” There are many statements very 
much worth making in economic history which are not statements of fact since 
they are wholly or partly assertions concerning right and wrong. “Women were 
unjustly paid less than men” is more than a statement of fact. I hope that history 
in the postwar period, including economic history, will not be so concerned 
with the ideal of scientific history, which haunted so many in the decades between 
the world wars, as to be afraid of ethical or philosophic judgments. I also hope 
that history, including economic history, will recognize certain questions that 
are matters of fact about which honest men of comparable training studying 
the same historical materials are bound to agree. In practice there seems to be 
little difficulty in recognizing these two elements in every historical narrative, but 
the report of the committee on historiography shows how much difficulty there 
is in getting a group of historians to agree on a statement about the distinction. 


The Johns Hopkins University Freperic C, LANE 
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The Economic Mind in American Civilization 1606-1865. By Joseph Dorfman. 
New York: Viking Press, 1946. Volume I, pp. xii, 499, xxxi; Volume II, 
pp. vi, 987, lv. $7.50. 

Over a thousand pages, the work of more than a decade by a distinguished 
scholar who has already given ample proof of his outstanding ability in the 
same field, here is a promise, indeed! This promise is amply fulfilled. 

In an extremely well-written and interesting Preface, Joseph Dorfman claims 
that America’s intellectual history in matters economic falls into two distinct 
periods: before and after the Civil War. The present work takes the story 
through the first of these two periods; one in which commerce was the guiding 
principle, in which, whatever other admixture they may have had, intellectual 
controversies on economic matters “reflected the struggles of contending mer- 
cantile groups.” One is glad to learn that a manuscript is nearing completion 
dealing with the period after 1865 when, though “foreign commerce did not 
disappear, domestic business became the principal concern of thought and policy.” 
When Mr. Dorfman’s promised new work is available we shall have for America 
a history of economic thought unequaled for thoroughness and detail in the 
whole literature of the subject. 

Of the present two volumes, the first stretches from the beginnings of the 
nation out of the colonial embryo to the age of Jackson, the second from the 
beginnings of a systematic science of political economy to the Civil War. It is 
inevitable that the two volumes should be uneven in character since they deal 
with somewhat disparate subjects. To the general reader, or historian, or student 
of culture, the first volume will be the more interesting, dealing as it does with 
the founders of the Republic and with such intellectual giants as Penn, Franklin, 
Tom Paine, and, above all, Thomas Jefferson. The second volume, dealing much 
more with the professional practitioners of the subject, many of them little- 
known even among students, makes rather drier reading. Nevertheless, I fancy, 
Mr. Dorfman’s heart may have been even more engaged when he was tracing 
the minute convolutions of the “academic” economics of the early nineteenth 
century than when he was painting with a broad brush. His study of Veblen 
has made one expect of him a high regard for the minute, I might almost say 
clinical, analysis of his subject matter; and here he has full scope. 

This is not to say that the author’s account of the foundations of American 
social thought (for at this stage it can hardly be called economic) is not highly 
enlightening. Indeed, it is difficult for the reviewer to pick from among these 
riches samples that are representative of the high erudition, searching analysis, 
and clear exposition which distinguish the author throughout. An interest- 
ing chapter is devoted to the early monetary reformers. Winthrop, Woodbridge, 
and other lesser lights are reviewed; and a particularly good account is given 
of John Blackwell, an ardent follower of Cromwell and a proponent of a 
credit bank. He became friendly with Penn and, with him, agitated vigorously 
for the expansion of credit and the use of paper money. Apart from his 
basic ideas on the “ordered society,’ Penn’s espousal of the cause of paper 
money (and his practical demonstration of the application of various monetary 
devices) was, perhaps, his most important contribution to economic 
thought. Throughout Mr. Dorfman’s detailed analysis of the eighteenth century 
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this topic asserts itself. True, there are interesting side lights, such as the 
discussion of eighteenth-century theory on the place of the state in relation to 
trade (p. 134); or the analysis of the conflicting theories on the nature of colonial 
dependency (pp. 136-141). But the role of paper money remains the main 
problem. 

Its discussion culminated, of course, in the work of Benjamin Franklin, the 
“Gentleman of Commerce,” as the author calls him. A faithful disciple of Petty, 
Franklin had begun his political career with a stand on the question of a new 
issue of loan bills. His 4 Modest Enquiry Into the Nature and Necessity of a 
Paper Currency contains not only a call for the greater use of paper money; 
it also gives an extremely clear account of the labor theory of value as it left the 
hands of Petty. This chapter in the history of economic thought is well known. 
It receives, however, a fresh and lively treatment from Mr. Dorfman. 

So they are passed in review before us; great and small, influential in their 
day, or unduly neglected, the makers of the thought of a nation. For after the 
Revolutionary War the achievement of nationhood was obvious to all. Mr. 
Dorfman does his best to extract new significance from the story of the war 
of independence, but on the whole this story and that of the subsequent era 
(which the author divides into “A Decade of Federalist Power” and “The 
Victorious Republicans”) yields little that is new, except by way of detail. 
Perhaps the most interesting thread running through it is the gradual emergence 
of political economy as a systematic study, with a legitimate influence on affairs 
of state. 

Gradually Mr. Dorfman builds his story to the great culmination of the age 
of Jackson and the full flower of the political philosophy of the founding fathers. 
When so much is given it is perhaps churlish to ask for more. It would, how- 
ever, have been interesting to have had a more detailed and searching account 
of Alexander Hamilton and John Adams “in opposition to whom the traditional 
Jefferson developed” (p. 404) than Mr. Dorfman can provide within his pattern. 
It is obviously tempting for one who has made a lifelong study of so vast a 
subject to try to redress the conventional balance. But I cannot help feeling that 
a more extended treatment of these historically outstanding figures would have 
been more appropriate even if it had meant reducing some of the detail, at 
times purely antiquarian, which is devoted to others. 

This is not to say that what Mr. Dorfman writes about Hamilton’s “imperial 
design,” Adams’ “regal republic,” and Jefferson’s “commercial agrarian democ- 
racy” is not full of both good sense and novel formulation. In particular, Jefferson 
is well portrayed as the supreme embodiment of the “great compromise.” His 
blend of humanitarianism derived from the “moral-religious attitude of secular 
Christianity” (p. 433) and of practical statesmanship with its recognition of the 
claims of commerce was not a new mixture (nor was it the last time that it 
appeared on the historical scene!); but it was Jefferson’s greatness that made 
it into a powerful intellectual ferment which lived for as long as material 
conditions made it viable. 

Mr. Dorfman’s second volume is necessarily more prosaic, not to say humdrum. 
In the six decades or so which it covers, systematic political economy became 
truly established on the North American continent. Describing this process neces- 
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sarily requires meticulous attention to shades of theoretical exposition of which 
the larger historical significance may be doubted. 

There are high lights, however. Chapter XXIII on the Era of Jacksonian 
Democracy, for example, although it does not attempt to draw the venturesome 
conclusions which recent work on this period has made fashionable, is full 
of new material drawn from many writers, thinkers, and politicians, particularly 
on the newly emerging subject of the labor problem (pp. 637-695). 

Another excellent description is that of the migration of List to the North 
American continent. Here “the Professor” found a fertile soil prepared by the 
followers of the “American System,” so well expounded by Daniel Raymond, 
author of the first systematic treatise, Thoughts on Political Economy (1820). 
Even in the United States, List was always ready to claim kinship with 
Adam Smith. But his projected magnum opus for the new world, “The 
American Economist,” never reached more than the introductory chapter. 

With the middle years of the century, economics ceased to be merely a 
graceful intellectual accomplishment; it became a full-fledged academic discipline 
with recognized practitioners. The great names begin to appear: John McVickar, 
Amasa Walker. Here are the textbooks, the exegesis of Smith and Ricardo, the 
occasional twist and illustration to bring doctrine into relation with the different 
economic conditions. There are interesting and amusing titbits: the Locofocos 
(led by Daniel Raymond), Louisa McCord, the astonishing analogue of Harriet 
Martineau, the Reverend Samuel P. Newman, whose only claim to fame rests 
upon the fact that he was an object of attack by Marx. But in general it must 
be confessed that the ground becomes increasingly arid. It takes a great deal of 
stamina and a minute interest in the details of these convolutions to traverse 
the whole country. 

When he reaches the end, the origin of the Civil War, Mr. Dorfman begins 
again to revel in the luxuries of a more lush field. But, alas, he does not give 
himself much scope. As a result, the reader’s appetite is whetted but not 
satisfied. One must hope that Mr. Dorfman will find time to give us another 
book, one that will make use of his vast knowledge to show us the main 
stream of American economic thought rather than describe in detail all the 
waterways. 


London ; Eric Roti 


The Socialist Tradition: From Moses to Lenin. By Alexander Gray. London and 
New York: Longmans, Green and Company, 1946. Pp. v—vii, 523. $7.50. 


“It ought to be possible,” says Mr. Gray, “to write of Socialism without the 
underlying assumption that Socialists alone are right ... . and without assuming 
that all Socialists are . . . . dishonest.” He succeeds in writing with sympathy, 
but also with a scholar’s perspective and detachment. He has, too, the power to 
arouse the reader’s interest and to hold it as he brings the whole Socialist tradi- 
tion to life. Avowedly, no attempt is made to cover all the minor writers or to 
present the history of Socialist parties and movements. The first seventy pages 
take the reader from antiquity to Rousseau. Although these few pages cover an 
enormous range, the account has both depth and clarity. Even those who are 
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familiar with early economic thought will find that the author has thrown a fresh 
light on aspects of the subject. It is all very firsthand and yet simply set forth. 
In these first chapters, he shows this extraordinary capacity to summarize and 
synthesize without ever producing one of these classified bone yards of names 
and facts that one frequently finds in surveys. From Rousseau on, the account 
is much fuller, and the important men are each given a chapter. As in the 
author’s Development of Economic Doctrine, we find a deep knowledge of the 
subject combined with an extraordinary talent for lucid and stimulating exposi- 
tion. This work seems to the reviewer to be now the leading short exposition 
of the subject in any of the western European languages, an admirable book 
which every teacher of history and economics will find useful either for himself 
or for his students. 


Oberlin College Freperick B. Artz 


Monetary Policies and Full Employment. By William Fellner. Berkeley and Los 

Angeles: University of California Press, 1946. Pp. xx, 268. $3.50. 

Students of long-term economic development probably will be more interested 
in Fellner’s criticism of the so-called Keynes-Hansen theory of secular stagnation 
than in his discussion of monetary policies or his antidotes to cyclical recessions. 
Since Fellner reaches optimistic conclusions regarding monetary policies and full 
employment on the basis of a prior assumption, or demonstration, of the invalidity 
of the trend toward secular long-run under-utilization of resources, he rightly 
devotes a large part of his analysis to this issue. 

The Keynes-Hansen position is that in the present stage of capitalist develop- 
ment the volume of private investment is chronically inadequate to fill the gap 
between national income at full employment and the consumption out of that 
income. Consequently, full employment requires a permanent policy of govern- 
ment investment to take up the slack in the demand for private investment. 
Chronic insufficiency of investment outlets is relatively new in capitalistic develop- 
ment, and is explained in terms of structural changes, most important of which 
are the cessation of territorial expansion (close of the frontier), the declining 
rate of population growth, and the absence of great, new, labor-absorbing indus- 
tries comparable to the railroads in the nineteenth century and to automobiles 
in the early decades of the twentieth century. 

Drawing mainly upon the empirical studies of the National Bureau of Eco- 
nomic Research, Fellner proceeds to test the secular-stagnation thesis. He finds 
that the ratio of community consumption to community income has not fallen 
in recent decades with the great increase of wealth. Although the gap between 
national income and national consumption at full employment has grown in 
absolute amount, the relative size has not increased. Private investment to fill 
this gap is of two types: investment for consumption and investment for further 
investment. The latter concept, investment for investment, means that part of 
the capital goods produced in any period is for the purpose of increasing pro- 
ducer goods in subsequent periods, and is not for the purpose of producing 
consumer goods in subsequent periods. This notion is crucial to Fellner’s rejec- 
tion of the secular-stagnation thesis. If it were not that part of the investment 
in any period were for subsequent, further investment, “the capitalist economy 
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would be involved in a continuous process of contraction” (p. 24). The concept, 
investment for investment, merits the attention of economic historians in con- 
nection with such problems as the Price Revolution of the sixteenth century 
where it is necessary to explain a long and sustained increase in real capital 
accumulation at a time when real wages were falling. Much of the accumula- 
tion of capital represented investment for further investment rather than for 
future consumption. 

Fellner’s rejection of the stagnation hypothesis on the basis of his examination 
of population, territorial, and technological trends is no more plausible to me 
than the hypothesis itself is to Fellner. He is to be praised for not ignoring funda- 
mental trends of economic development, but his treatment of these trends is the 
least satisfactory aspect of the volume. What is needed in order to analyze the 
underlying trends of contemporary economic development and to furnish guid- 
ance for economic policy in the United States in the coming several decades is a 
general theory of capitalist development. This Fellner does not pretend to furnish. 

The book is an important contribution to a vital subject. It is well written, 
well organized, and contains helpful summaries. Although it may prove difficult 
reading for those unfamiliar with the under-equilibrium techniques of Keynes 
and Robertson, it should prove well worth while for all who are interested in 
the fundamental problems of unemployment and inflation in their larger setting. 


University of Maryland Duprey DiLiarp 


American Radicalism, 1865-1901: Essays and Documents. By Chester McArthur 
Destler. New London, Conn.: Connecticut College, 1946. Pp. xii, 276. Cloth, 
$3.50; paper, $2.50. 

The work which Chester Destler has been doing toward a reinterpretation of - 
American “radicalism” finds a temporary summation in this book. For collected 
here are the more important articles he has produced along the way (seven of 
the eleven chapters are reprints from scholarly journals), and the Preface and 
collective purport of the work make plain and emphatic the nature of his 
reinterpretation. 

The focus of the book is Western radicalism from approximately the end of 
the Civil War to the campaigns of 1894, with special emphasis on the rise and dis- 
integration of the Populist party. The fact that the work is a collection of articles 
and documents deprives it, of course, of the flow of a continuous narrative. But 
it is useful to have republished in one place Mr. Destler’s ideological study of 
Populism, his treatments of the Pendleton Plan and Edward Kellogg, his criticism 
of the Allan Nevins treatment of Henry D. Lloyd, his case study of the Toledo 
battle against monopoly, and his description of the 1894 consummation of a 
labor-Populist alliance in the key state of Illinois. The most important of the 
chapters not previously published provide the first detailed account of the work- 
ings of that Illinois alliance in the elections of 1894. 

Mr. Destler’s interpretation, implicit in all the essays, emerges most clearly 
in his Preface and in his opening chapter, “Western Radicalism, 1865-1901.” He 
is irritated by people like James Conant who can find no indigenous national 
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tradition of radicalism in the United States after 1865. “If President Conant 
would find ‘American radicals, ....’ Mr. Destler maintains, “let him... . 
invite Henry A. Wallace to lecture at Harvard University on ‘monopoly and free 
enterprise, ” for Wallace’s New Dealism is in a direct line from a late nineteenth- 
century radicalism that was more systematic in thought and national in scope 
than it is commonly supposed to have been. The inadequacy of the present view, 
Mr. Destler believes, comes from the fact that historians have written of Populism 
largely from local records and too much under the influence of Turner’s frontier 
thesis. A double distortion has resulted. They have seen in Populism a crazy quilt 
of reactions to specific social conditions rather than a school of thought. They 
have failed to see the back-and-forth of influence between rural and urban dissi- 
dence which made of Populism a good deal more than an isolated farmers’ 
movement. 

Mr. Destler is strikingly successful in reconstructing Populism as an integrated 
philosophy, as an “economic collectivism .... to solve the problem of monopoly, 
....a faith and a creed as well as a program.” He runs into more difficulties in 
his presentation of Populism as a “cross-fertilization” of national dissidence. 
Certainly there was a cor.tinuous interaction of ideas between urban and rural 
dissidents, and an intense effort on the part of Populist leaders to build an ideo- 
logical bridge between them. Mr. Destler has established these points so firmly 
that no future student of the period can ignore them. Yet the upshot of his 
research is that the bridge did collapse. As he points out, “the greatest problem 
of ideological conflict” sprang from “the clash of indigenous Populism, produced 
by decades of cross-fertilization between urban and agrarian radical movements, 
with an imported, proletarian Socialism which made its first great appeal to 
English-speaking wage earners in America in the depression-ridden nineties.” 
And, he might have added, the urban-rural clash was complicated by regional 
tensions that produced Algie Simonses who did not like Eastern radicals, Eastern 
radicals who saw only coonskin when they looked west, and Southern Tom 
Watsons who were ready to agree with both East and West. 

The bridge across which Theodore Roosevelt, Wilson, and Franklin Roosevelt 
walked to power was not so much a national program as it was a combine of 
heterogeneous and sometimes contradictory elements from many dissident tradi- 
tions. The more national parts of their programs were also the vaguest. Perhaps 
that is just why Mr. Conant called for a new national radicalism and why Mr. 
Destler is seeking a national radicalism in the past. If so, the search requires not 
only emphasis on a Henry Wallace’s ties to tradition but also historical explana- 
tion of how the tradition produced the confusions of a Henry Wallace. 


Princeton Universit Eric F. GoLpMAN 
y 


A History of Banking Theory in Great Britain and the United States. By Lloyd 
W. Mints. Chicago: The University of Chicago Press, 1945. Pp. 319. $3.50. 


The main shortcoming of the traditional histories of thought consists in their 
presenting ideas as if they existed in some sort of vacuum. In fact, ideas are 
living entities which must be understood as the result of continuous interaction 
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between reality and thinking. Or in other words, ideas come into being under 
the impact of a certain institutional setup, they develop because the setup changes; 
and on the other hand, the development of ideas contributes to the change of the 
external world. It seems to me that no history of banking theory can be written 
without studying at the same time the history of banking, and that no history 
of banking theory can be satisfactory which does not show that process of inter- 
action between thought and reality. 

Such, however, is not the goal of Mr. Mints. He is by training not a historian, 
but a theorist. He believes banking theory was dominated by what he calls the 
“real-bill doctrine”; he considers this situation a “scandal” (p. 10), and he sets 
out to remedy an evil. In so doing he undertakes a task which is essentially not 
that of a historian and from the outset impairs the adequacy of a book to which 
he has chosen to give the title A History .... 

Approaching his subject as a theorist he presents theorems and subsequently 
criticizes them on the basis of 1945 knowledge (for example, pp. 78, 79, 98, 113, 
134). Such a method seems to me both historically unjust and logically untenable. 
If our works should still be of interest to scholars in the year 2045, we would 
be entitled to be understood against the background of our time instead of being 
judged or condemned with the knowledge of that remote year; and the writers 
of the years 1745 and 1845 have certainly the same right today. Theories them- 
selves are historical categories and a certain now-outdated opinion may once have 
been the correct expression of a reality that is no longer ours. I do not object to 
Mr. Mints’s judging the theories he presents, for an idea is either correct or incor- 
rect. But for the historian it is so in relation to the reality of a certain period 
and it must be judged understandingly with reference thereto. Only by such an 
outlook can the student see one of the most important aspects of any history of 
ideas, namely, the processes in which true ideas become untrue, in which false 
ideas are corrected, and in which valuable truths are lost. 

Guided by his 1945 yardstick, Mr. Mints enumerates what everybody who has 
written a book or pamphlet on the theory of banking thought about various 
questions and to what extent he was “correct.” No lines of influence are pointed 
out. There is no mention of the way in which American banking theory reflected 
the British while lagging behind it. The development of important ideas other 
than the real-bill doctrine is traced systematically through the decades only in 
exceptional cases, as for instance on pages 104 and 105 which treat the theories 
on “the manner in which banks of a competing group operate to expand the 
circulating medium.” No distinction is made to show whether an author was 
influential or not, whether his opinion was widely adopted, perhaps the banking 
thought of the day, or whether it was the occasional flash of a monetary crank. 
But Mathew Carey, John McVickar, and Condy Raguet, for instance, were more 
important than Francis Bowen, James Cox, and Henry Vethake, and they deserve 
a different emphasis. Two men who in my opinion were among the most impor- 
tant American banking theorists of the first half of the nineteenth century are 
not discussed. One is Nicholas Biddle, the central banker, who was as much of 
a banking theorist as any central banker in the nineteenth and twentieth cen- 
turies. Although he did not write books and pamphlets on the subject, the 
material that shows him in his capacity as a theorist is extant in his letter books 
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(in the Library of Congress), in Congressional documents, and in his important 
article, “The Currency,” in the National Gazette of April 10, 1828, which was 
reprinted repeatedly in contemporaneous publications. The other man to be 
slighted is Isaac Bronson, the very influential banker and banking theorist, who is 
confounded with his relative, the jurist Isaac H. Bronson. 

In Mr. Mints’s campaign against the real-bill doctrine, he describes it as fol- 
lows: “If only ‘real’ bills (short-term business-paper) are discounted the expan- 
sion of bank money will be in proportion to any extension in trade that may take 
place, or to the ‘needs of trade,’ . . . . if only commercial loans are made the cur- 
rency will have a desirable elasticity and the banks will .... be in a liquid condi- 
tion” (p. 9). This theory has two aspects: First, it tells the banker that he should 
discount real paper only, if he wants to be liquid and to have an elastic circula- 
tion. (Mr. Mints reprints on p. 93 a quotation from Tooke’s History of Prices 
which can be characterized as a classical expression of that point of view.) 
Secondly, the doctrine advises legislators and central bankers regarding the eco- 
nomic consequences of an exclusive discounting of real bills by bankers. I agree 
with Mr. Mints that the economic aspect of the real-bill theory is untenable, but 
I think that its adoption by the business of banking had the most wholesome 
consequences. In fact, the “elegant” elaboration of the real-bill theory by Adam 
Smith and its subsequent adoption (although with a time lag) by the practical 
banker mark the dividing line between mercantilist and modern banking prac- 
tice. It is strange that Mr. Mints has overlooked the most important American 
eighteenth-century representative of the real-bill doctrine, James Sullivan who 
published anonymously The Path to Riches. The most influential American 
representative of the real-bill theory in the early nineteenth century was Isaac 
Bronson. 

From one point of view, the weaknesses of Mr. Mints’s book are those of 
superspecialization and therefore should be a warning to all of us. We should 
never forget that, while twentieth-century knowledge is departmentalized, reality 
to which it refers is not. If specialization leads to a point where we do not see 
our findings on their proper background and in their correct perspective, and if 
we do not present them with the proper emphasis, our work is in vain. Super- 
specialization in research, even if the details are 100 per cent correct, easily leads 
not to an understanding and a picture, but to a misunderstanding and a distor- 
tion of reality. If that happens, we may one day cease to be a blessing to society. 
But service to society is the only justification for our sitting in libraries instead 
of tilling the soil. If we forget that basic fact we and all our knowledge may be 
swept into limbo. 


Belmont, Massachusetts Fritz ReEpiicu 


William Morris: Medievalist and Revolutionary. By Margaret R. Grennan. New 
York: King’s Crown Press, 1945. Pp. x, 173. $2.50. 


There is a queer unreality about William Morris that is the harder to explain 
in view of the terrific energy and genuine idealism of that flamboyant mid- 
Victorian. It is very difficult now to get close to him. He accomplished a lot; 











Social Doctrines and Economic Theory 93 





and yet, now that we look back, just how much did he really accomplish? It was 
a splendid moment: was it, in the end, any more than that? There are many 
people who have been puzzled by this question; and to them Miss Grennan’s 
book is to be cordially commended. She is too wise, or too well-disposed to her 
hero, to attempt a final answer; but her examination of the background and the 
motivation of Morris’ teaching is useful and thorough. She recognizes that the 
“dreamlike quality, present in his socialism and in his medievalism, is frequently 
the source of irritation to the analytical.” Perhaps she makes inadequate allow- 
ance for another factor—a sort of high-mettled rakishness that reminds one of 
Palmerston. I have just been reviewing, with the help of my colleague, P. R. 
Lieder, the Magnusson-Morris manuscript of Sigurd, which he owns. Magnus- 
son’s handwriting is clear and delicate, and in places he has transliterated the 
Icelandic, and given the English in alternate lines. Morris with a heavy pen has 
slashed it all about, changing words and phrases, adding adjectives, and some- 
times obliterating whole passages for which he improvises his own pseudo- 
Chaucerian version on the opposite side—all done at such a speed that some 
times the ink at the top was not yet dry when Morris flicked the page. And the 
appalling thing is that Magnusson’s English is far truer and stronger than 
Morris’. It is distressingly typical of this medievalist without religion, this socialist 
without economics. Miss Grennan quotes Morris’ reply to his collaborator, “No, 
I can’t be bothered with grammar... . I want the literature, I must have the 
story.” 

To many historians, the most interesting part of Miss Grennan’s book will be 
Chapter IV, in which she examines Morris’ treatment of the Peasants’ Revolt 
in the light of his relation to the sources, and of the sources to what probably 
happened. Others will welcome her excellent opening essay, which reviews the 
course and the significance of what might be called the medieval renaissance of 
the past hundred years. Evidently that is what she is really interested in, not 
merely for the record but on account of the unformulated needs it sprang from 
and the unsolved problems it poses. The problems are still with us; and we need 
more books like this one, in which the record is pondered with careful and 
critical affection in a sincere attempt to expose its relevance to our present 
dilemmas. American scholarship is replete with information, but short on medi- 
tation—and therefore on the end product, sagacity. Miss Grennan has set a good 
example that deserves to be followed. 


Smith College Wituram Aytotr Orton 


China a Model for Europe. By Lewis A. Maverick. San Antonio, Texas: Paul 
Anderson Company, 1946. Pp. xii, 334. $4.50. 


The main part of this book consists of an English translation of Le Despo- 
tisme de la Chine, by Francois Quesnay. Quesnay, leader of the eighteenth- 
century group of French economists known as physiocrats, evidently hoped that 
by describing the virtues of Chinese society he would inspire reform of the 
political and economic structure of France. He gathered material to support his 
views from various sources, although he depended chiefly upon Jacques Philibert 
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Rousselot de Surgy’s Mélanges intéressans et curieux, which was not itself based 
upon firsthand observation. Quesnay’s treatise is of very little value as a source 
of information about contemporary China, although it is of interest no doubt 
as a source of some of the popular ideas about China subsequently held in France 
and neighboring countries. 

Besides Quesnay’s treatise, Mr. Maverick includes a brief survey of the more 
influential European writings about China during the seventeenth and eighteenth 
centuries, fifteen pages of passages on political economy selected from the Book of 
Mencius, and a translation of selected excerpts from the historical chapters of the 
Nung-chéng ch’iian-shu (Complete Treatise on Agriculture) by Hsii Kuang-ch’i 
(1562-1633). There is also a bibliography of books and articles bearing on the 
relations between China and Europe during the seventeenth and eighteenth 
centuries. 


Cornell University KnicHT BicGERSTAFF 


GOVERNMENT POLICY 


Commercial Policy in the Canadian Economy. By Orville John McDiarmid. 
Cambridge: Harvard University Press, 1946. Pp. viii, 397. $4.50. 


Slowly, very slowly, but surely, the many and often extensive gaps in the story 
of Canada’s economic development are being closed; and the volume here under 
review closes one of those gaps. It is a study of changes in Canadian tariff policy 
and Canadian tariff schedules from 1763 to 1939. The term commercial policy 
rather than tariff policy was used in the title because, in addition to tariffs, there 
is a discussion of subsidies, shipping regulations, commercial treaties, and related 
subjects, but the book will be judged almost exclusively on its merits as a history 
of the Canadian tariff. 

The French and early British colonial periods are briefly but adequately dealt 
with. Considerable attention is given to the emergence of protectionist sentiment 
in the British North American colonies in the early nineteenth century, to a com- 
parison of the tariffs of the various colonies, and to the part that protectionism 
played in the struggle for fiscal autonomy. The story of the Reciprocity Treaty 
period is succinctly told, and a full statement is given of tariff compromises and 
proposals preliminary to the confederation of the British North American colo- 
nies, and of the changes which seemed essential in consolidating the new dominion 
in the decade following confederation. 

To a student concerned principally with present-day tariff policies or with the 
growth of manufactories in Canada, interest in this volume will begin with the 
discussion of the “National Policy,” Chapter VII. The story of the inception of 
the national policy is fully and well presented. The growing influence of the 
West soon made it necessary to modify the original policy as introduced in 1879. 
However, by the time the Liberal party came into power, the principles of the 
national policy had become generally accepted, but there was the introduction 
of imperial preferences in 1897, and the attempt to secure reciprocity with the 
United States-in 1911. All subjects are discussed step by step through to the 
Dunning budget of 1930, to the attempt on the part of Mr. Bennett to use tariffs 
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as a means of fighting depressions, to the Canada—United States Trade Agreement 
of 1935, and to the Anglo-American and New Canada-United States Trade 
Agreements of 1938. 

A study of this kind necessitates the sifting of a large volume of detail, and 
confronts the author with the problem of telling a story concerning these 
numerous details without overawing all but the specialized reader. The author 
at times seems to have compromised, but, in the main, has presented a straight- 
forward and detailed narrative without any pretence at elegance. The interpreta- 
tion of the details rests in turn on what is known about the other related fields 
of Canadian economic development, and all too often Mr. McDiarmid is left 
without the necessary supporting arguments. For deficiencies in the total field 
of Canadian economic history, the author of this volume ought not to be criti- 
cized, but to students of the subject the difficulties under which he labored will 
be obvious. 

In addition to the historical account, there is a detailed analysis of the effect of 
the tariff upon the iron and steel, automobile, textile, and farm-machinery indus- 
tries. These studies are excellent in themselves, but here again one feels the lack 
of comprehensive studies of the industries, showing their growth and changes 
in the broader social, political, and economic milieu. The author is commendably 
shy of the post hoc ergo propter hoc fallacy, but in the absence of a comprehen- 
sive presentation, the reader is constantly asking himself, “Just what part did the 
tariffs play in these changes?” 

The study can be highly recommended, and it is to be sincerely hoped that 
the author will pursue his quest of an answer to the elusive question, “Why a 
Canadian tariff?” 


Toronto, Canada S. A. SAUNDERS 


Rochester: The Water Power City 1812-1854. By Blake McKelvey. [Rochester 
Public Library, Kate Gleason Fund Publications, No. 1.] Cambridge, Mass.: 
Harvard University Press, 1945. Pp. xvi, 383. $4.00. 


Chambersburg: Its Record and Its Prospect. By the Chambersburg Community 
Development Committee. Chambersburg, Pennsylvania: The Chamber of Com- 
merce, 1945. Pp. xi, 164. 


Three or four commercial publishers have “city series” as regular features of 
their lists, and other publishers from time to time issue books on American cities. 
To be included in these series, or even to be published at all, books, with few 
exceptions, have had to deal with cities known as good book-buying towns. 
Naturally this has left the history of many important cities unchronicled by 
commercial writers or by scholars who write for commercial publishers. Rochester, 
New York, and Chambersburg, Pennsylvania (more or less at their own expense), 
may now be added to the very small list of cities that have not had to wait for 
demonstrated book-buying propensities among their citizens in order to get at 
least portions of their stories told—and told, on the whole, rather well. 

Both of these histories are, in a sense, official: the author of record of the slight 
book on Chambersburg is the Community Development Committee of the Cham- 
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bersburg Chamber of Commerce; the author of the much more important book 
on Rochester is that city’s assistant historian. Neither volume, however, seems 
to have been subjected to detrimental censorship. 

The Chambersburg study is frankly put forth as a report of a committee set up 
to examine the economic history of its community in order to find, if possible, 
those factors in its steady and orderly growth that may be built upon to ensure 
continued and orderly prosperity. The report has little form, it is frequently 
repetitious. Nevertheless, it succeeds in giving a clear picture of. the agriculture, 
industry, trade, and finance of Chambersburg as it developed from a frontier 
settlement on the Mason and Dixon line with an estimated population of goo 
in 1790, to a town of some 15,000 in 1944, with a highly integrated population 
and a per capita income somewhat above that of the nation generally. Apparently, 
Chambersburg has been able to maintain a nice balance between diversified agri- 
culture and diversified industry and trade, and this has been the key to its 
prosperity. The report emphasizes as among the major needs of the community 
for the future, not any substantial economic changes, but such improvements in 
standard of living as are afforded by better highways, better parks, and improved 
cultural advantages. 

The Chambersburg report is almost entirely descriptive; little effort is made 
to examine the interplay of economic, political, religious, or cultural factors in 
the life of the community; the relations of different economic and social groups 

‘are barely mentioned. This cannot be said of Blake McKelvey’s model study of 
Rochester. 

Until the late 1840’s Rochester was probably a typical example of the cities of 
a risk-taking society—a society that on the basis of pretty close calculation was 
prepared to risk disease rather than to pay for a good sewage system, to risk fire 
rather than to pay for a good water system, to risk crime rather than to pay for 
good leisure-time facilities, to risk illiteracy, ignorance, and widespread juvenile 
delinquency rather than to pay for good schools and good teachers. One of the 
constant themes of Mr. McKelvey’s thoroughly documented study is the conflict 
between the city’s needs and the city’s taxpayers, a conflict in which all the vic- 
tories went to the latter until they were forced, largely by pecuniary considera- 
ions, to realize that their victories over the city were becoming more and more 
costly victories over themselves. It was not until the late 1840’s that Rochester's 
businessmen realized that they could no longer depend on the extraordinarily 
rapid expansion of the town to increase property values. It was not until then 
that these men were prepared to accept the view that to maintain the value of 
their property and the income from it, they would have to spend a good deal to 
improve the condition of their city: to improve streets, business buildings, homes, 
utilities, schools, libraries, and parks; to enlarge and modernize police, fire pro- 
tection, and sanitation facilities. 

It is at this juncture in Rochester’s history that Mr. McKelvey ends his study 
of a town of big opportunities but low aspirations. Anyone who reads this book 
will hope that Mr. McKelvey will soon bring out the sequel—on the later period 
when Rochester’s opportunities were considerably smaller but when its aspira- 
tions were somewhat higher. 


New York, New York WituiaM MILLER 
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An Introduction to the Papers of the New York Prize Court, 1861-1865. By 
Madeleine Russell Robinton. Edited by the Faculty of Political Science of 
Columbia University. New York: Columbia University Press, 1945. Pp. 203. 
$2.75. 

Utilizing for the first time the unpublished files of cases of ships seized for 
attempted violation of the blockade during the Civil War and of one vessel, the 
Savannah, condemned as a Confederate privateer, Mrs. Robinton has produced 
a careful and workmanlike analysis of the proceedings of the New York Prize 
Court. The files of this court were uncovered by the Survey of Federal Archives 
during its examination of the records of the Federal District Court for the 
Southern District of New York. Skillfully rearranged by Mrs. Robinton, they are 
now available on microfilm at Columbia University. The papers are of two prin- 
cipal types: those found on the seized ships (registers, articles, clearance papers, 
crew lists, logs, manifests, and bills of lading), and those relating to the con- 
demnation proceedings (depositions, briefs, reports of the prize commissioners, 
accounts of marshals, and so forth). 

The emphasis of this study is on the legal and procedural side, but the analysis 
of the papers reveals that they contain an unworked mine of material for the 
economic historian—selling instructions, market information about prices and 
freight rates, business techniques, and interconnections of Confederate mercantile 
firms with Latin-American and European business houses. Numerous private 
letters seized on the blockade-runners give the inside eyewitness story of the 
activities of the people of the Confederacy, at least as they wanted the world out- 
side the South to know them. 

This volume contains a number of leads for the economic historian. Of the 
170 cases that reached the New York admiralty docket, 147 resulted in con- 
demnations, and relatively few were reversed on appeal. Supporting Owsley’s 
contention that the blockade was ineffective, Mrs. Robinton suggests that cotton 
represented a steadily increasing proportion of the Confederacy’s foreign trade, 
and feels that corroborative evidence might be obtained from other prize courts 
supporting the view that there was no airtight embargo on cotton exports. Yet 
later on in the study she confesses that blockade-running was a “difficult” feat 
(p. 181). Obviously, generalizations about the volume of illicit trade made on 
the basis of ships captured are at best hazardous and inconclusive. 

The officers of the New York Prize Court were attacked for bribery, graft, and 
corruption. Mrs. Robinton sifts the evidence judiciously and at considerable 
length, and exonerates them completely. Nevertheless, the notoriety attendant 
upon the investigation ruined the reputation of the New York Prize Court. An 
immediate decline in the number of prizes sent to New York was the conse- 
quence. Up to February 1863, 141 prize cases out of 367 were handled by the 
New York court. In the remaining two years of the war, New York’s share 
was a mere 54 out of 860. Hence, it is rash to assume that the papers of the New 
York Prize Court for the latter period of the war are anything like a representa- 
tive sampling of prize litigation. Economic historians will also have to consider 
the business of prize courts at Boston, Philadelphia, Baltimore, Washington, and 
Key West if they seek the all-over statistical picture on blockade-running and 
Confederate trade. For such further intensive research, Mrs. Robinton’s study 
will be an extremely useful guide. 


College of the City of New York Ricuarp B. Morats 
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History of the National Federation of Post Office Clerks. By Lt. Comdr. Karl 
Baarslag, U.S.N.R. Washington, D.C.: National Federation of Post Office 
Clerks, 1945. Pp. 216. 

Propaganda is history only for the impressionable. This “history” of the 
National Federation of Post Office Clerks contains probably as many color words 
as statistics. It is an effective piece of advertising copy. 

Mr. Baarslag’s style is vivid and telling. However, the florid approach does not 
make for accuracy. A singularly crowded example of the Baarslag metaphor 
occurs on page 145: “The first three months of 1923 were a long and heart- 
breaking struggle to protect the night work differential bill from various legisla- 
tive villians [sic] bent on its destruction. However, unlike the old melodrama 
where the. villians are ignominiously routed at the last moment and justice and 
virtue triumph, the night work bill, like Julius Caesar, was finally stabbed to 
death in the Senate after having passed the House.” 

The history of the struggle against low wages, discriminatory practices, and 
unsanitary working conditions is subordinated to a heated account of the inter- 
necine warfare of the National Federation of Post Office Clerks and the United 
National Association of Post Office Clerks, a rival organization. Objective inter- 
pretation is jettisoned for the more exciting business of name calling. In the one 
instance, that of Postmaster General Burleson, where Baarslag states “the causes 
for bitterness . . . . can now be objectively studied and appraised,” he falls into 
phrases as “official pie-dispenser for the Administration,” “Burleson’s guillotine,” 
and so on. 

Unquestionably, such legislative gains as the Lloyd-LaFollette Anti-gag Law, 
the Mead forty-hour week bill, and the Lehlbach-Sterling Retirement Bill are 
matters for the record. But in this book, both condition and cure are obscured 
by highly colored prose. In view of the great deficiencies of the present work, 
the adequate text covering this phase of union history has yet to be written. A 
shout of “Rah, rah, for our side” is not a contribution to economic history. 


College of the City of New York JoNATHAN GROossMAN 


“Notes on the Economic History of the Chin Dynasty.” By Lien-sheng Yang. 
Harvard-Yanching Institute, Harvard Journal of Asiatic Studies, IX (June 
1946), No. 2, pp. 107-185. 

In recent years several standard works on the economic history of China have 
been made available to English readers. For example, Chi Ch’ao-ting’s Key 
Economic Areas in Chinese History (London, 1936), based on records of water- 
works and other Chinese documents, presents a detailed study of the gradual 
shift of the economic center from the north to the south of China. Owen Latti- 
more’s Inner Asian Frontiers of China (New York, 1940) offers a new point of 
view about the historical struggles between the nomadic tribes on the one side 
and the agricultural Chinese on the other. C. M. Wilbur’s Slavery in China 
during the Former Han Dynasty (Chicago, 1943) also makes a valuable contribu- 
tion toward the study of the slavery system in Chinese society 206 B.c.-A.D. 25. 











Government Policy 99 





But Mr. Yang’s thesis, “Notes on the Economic History of the Chin Dynasty,” 
is somewhat different from these works inasmuch as it deals not only with the 
economic condition of China in the first three centuries of the Christian era, but 
also offers an English translation of the whole text of the Shih-huo chih in the 
Chin shu. With this addition, one of the most important primary sources of 
Chinese economic history is henceforth made accessible to English readers. 

Mr. Yang’s thesis is divided into two sections. The first part, in the form of 
an introduction, deals with the official history of the Chin period (a.p. 265-420), 
historical background and economic problems, the land system, and the land-tax 
system. The second contains the translation of Chin shu 26, or the Shih-huo chih. 

The Chin shu is one of the twenty-five voluminous dynastic histories of China. 
It covers the period between a.p. 265-420, but sometimes recounts events that 
occurred back in the Later Han dynasty (a.p. 25-220). Here we are mostly 
interested in the social and economic changes, the most apparent of which, 
according to the official account, is an amazing decline of population. In A.D. 280, 
when the Chin empire was very prosperous, the population totaled 2,459,840 
households and 16,163,863 individuals. These, however, amounted to only about 
one fourth of the population of the Later Han (a.p. 25-220). Some of the Chin 
people even believed that in a certain period only one tenth of the Han popula- 
tion was left. 

Three main reasons are presented to explain reports of such a serious decline 
of population: a great number of people had died at an early age, had migrated, 
or for some reason or other were not reported in the government records. The 
first reason is apparently the most important. In these turbulent years, wars, 
plagues, and poor harvests must have had a cumulative effect upon the toll of 
deaths. A series of large-scale migrations to the south and the “protection” of 
subordinates by powerful people also account for the fall in official census figures. 

The largest migration occurred in the first quarter of the fourth century as 
a result of successive invasions of foreign tribes. During the first few years alone, 
the number of people involved reached two million, approximately one eighth 
of the whole population. When these northerners settled in the south, they 
regarded their new homes as merely temporary retreats and still claimed to 
belong to the northern provinces from which they had been driven. Therefore, 
in order to avoid labor dues and payment of taxes, which were imposed on the 
citizens of the southern provinces in which they now dwelt, they refused to be 
recorded on the official “Yellow Register.” 

The practice of “protecting” subordinates by the powerful had been prevalent 
after the latter part of the Han dynasty. When, at the end of the second century, 
the central power of the empire was in dissolution, the relation between local 
oficials and their subordinates became closer and more personal. Government 
clerks transferred their allegiance from the central government to their superiors 
and even wore three years’ mourning dress for them. A similar relation existed 
between students and their teacher, and an influential teacher often could acquire 
for his students exemption from the corvée. 

In order to rid themselves of the burdensome taxes and extreme financial hard- 
ships in these chaotic years, a large number of helpless individuals and families 
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usually attached themselves to a powerful clan and depended on it for livelihood 
and protection. The heads of such powerful families became hereditary owners 
of these subordinates; they had the privilege of transferring them as gifts to 
friends but were not allowed to sell them as slaves. The subordinates, on the 
other hand, protected by their masters, were exempted from public levies and 
forced labor services. 

In view of these changes under the Three Kingdoms and the Chin, the gov- 
ernment endeavored to induce people to settle down for production by encourag- 
ing agriculture, constructing and repairing waterworks, and establishing agri- 
cultural colonies. Mr. Yang’s translation of the Shih-huo chih in the Chin shu is 
exceptionally good. The term Shih-huo chih has been translated as “treatise on 
food and money,” “monograph on food and commodities,” and “treatise on 
economics.” Mr. Yang prefers the first title because “medium of exchange” 
seems to have been the essence of Pan Ku’s long definition of huo at the begin- 
ning of Han shu 24, and all earlier treatises on economic affairs are distinctly 
divided into two parts, food and money. 

A few typographical slips may be noted: on p. 143, line 6, the repeated clause, 
“in a whole period (of 4617 years) there are disastrous years,” should be omitted; 
on p. 159, line 13, the words “Emperformed” should be written “Emperor 
performed”; on p. 166, line 15, the word “and” should be omitted and a comma 
substituted. These of course do not detract from the excellence of Mr. Yang’s 
scholarly work. Undoubtedly this thesis has made a valuable contribution toward 
the study in the Western world of the economic history of China. It is said that 
Nancy Lee Swann of Princeton University has for some time been engaged in 
a translation into English of a similar treatise on food and money in the official 
history of the Han dynasty. I sincerely hope that her work can be published in 
the near future, so that English scholars may have the advantage of consulting 
this primary source of Chinese economic history. 


Columbia University Han-sHENG CHUAN 


AMERICAN AGRICULTURE 


Agriculture in an Unstable Economy. By Theodore W. Schultz. New York: 
McGraw-Hill Book Company, 1945. Pp. xix, 299. $2.75. 


American agriculture has been for many years a sick industry. Much of the 
legislation of the thirties can be justified only on the ground that farming is not 
an economic activity at all but a way of life to be preserved as it was, regardless 
of the cost to the remainder of the economy. Must we continue to treat symptoms 
with panaceas? 

Mr. Schultz has sought to lay bare the fundamental causes of the ills of agri- 
culture; he gives us a new diagnosis and a sharply revised course of treatment. 
The book is one of the most valuable to appear in the series of research studies 
sponsored by the Committee on Economic Development. It is obviously impor- 
tant to anyone with an interest in current agricultural policy; the economic his- 
torian will find of special interest the analytical historical approach employed in 
interpreting the nature of the problems. 
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The need for a re-examination of the basic situation follows from an assess- 
ment of the present prospects of agriculture which concludes that though gains 
have been made during the war the fundamental difficulty—the inadequacy of 
income from farming activity—persists virtually unchanged. Mr. Schultz is not 
greatly concerned with the essentially internal problems of agriculture. These 
can be and are being met. 

Central in the analysis is the historical relation of agriculture to the other seg- 
ments of the economic system. Mr. Schultz finds in the years 1895-1915 a period 
of agricultural-industrial equilibrium which he labels the “golden age of agri- 
culture,” and he analyzes the nature of the deviations from this historical equi- 
librium. Our economy has expanded greatly in some sectors, less in others. It 
has also been subject to major cyclical fluctuations. Agriculture has suffered from 
both. It has not been able to adjust its activities to those of the other segments 
of the economy, and the author suggests that “the primary long-run objective of 
national policy should be to bring about a better distribution of the labor force 
within the United States in order more nearly to approach a general equilibrium 
measured in terms of value, productivity, and earnings of workers as between 
industry and agriculture.” On the subject of cyclical fluctuations it is pointed out 
that “much of the farm problem that loomed so large between wars was not 
the result of maladjustments within agriculture but of poor and erratic perform- 
ance elsewhere” and that the remedy does not lie in curtailment of agricultural 
production but in expansion and steady production in other segments of the 
economic system. 

There follows an evaluation of prewar and wartime agricultural controls and 
then a group of policy suggestions consistent with the analysis. This is not the 
place to attempt a critical examination of policy proposals that will undoubtedly 
be freely debated elsewhere. Mr. Schultz’s book is of importance to readers of 
this JournaL for its suggestive analysis of agricultural-industrial equilibrium. 
The recent conclusion of Fred Shannon that as early as 1860 farm dwellers found 
their greatest opportunities for economic betterment in urban occupations sug- 
gests that Mr. Schultz’s analysis of farm-industry equilibrium might be pushed 
backward with considerable profit. 


Princeton University CiarENcE H. DaNnHor 


The Wages of Farm and Factory Laborers, 1914-1944. By Daniel J. Ahearn, Jr. 
[Studies in History, Economics and Public Law, No. 518.] New York: 
Columbia University Press, 1945. Pp. 245. $3.00. 


The problem to which Mr. Ahearn has addressed himself can be stated very 
briefly: Why did farm wage rates rise by only about 10 per cent betwen 1914 
and 1939 while the wages of unskilled labor in manufacturing tripled? 

Two main factors are held to have been responsible for this divergence of 
wage rates. First, the prices of agricultural products relative to those of manufac- 
turers fell steadily after 1920. Second, technical progress was much less rapid 
in agriculture than in industry. The author estimates that output per farm. 
worker rose 43 per cent between 1914 and 1939, while output per man-hour in 
manufacturing increased by 129 per cent. 
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These factors certainly produced a decline in the relative productivity of farm- 
workers and therefore in the demand for their services. The factors operating 
on the side of labor supply, while mentioned by the author, might well have been 
more fully developed. On purely economic grounds, one would have expected 
the relatively low farm wages to produce a great exodus of labor from the farms 
to the towns. Extensive migration to the cities did indeed occur, particularly 
during the First World War and in the late twenties; but it was not nearly large 
enough to correct the discrepancy in wage levels. One would have welcomed 
a more thorough analysis of why movement on a sufficient scale did. not occur, 
and of what—if anything—might have been done to stimulate it. 

Most of Mr. Ahearn’s book consists of a detailed chronological account of 
changes in farm and factory wage rates from 1914 to 1939. What stands out most 
clearly from this survey is the greater flexibility of farm wage rates, particularly 
in a downward direction. Declines in farm prices were reflected very quickly 
in wage rates, while industrial wages were considerably less responsive to price 
change. Indeed, the growing advantage of factory workers over farmworkers 
has come about mainly through the failure of factory wage rates to fall sharply 
during periods of general deflation. 

The author’s theoretical statements about wages are often rather loosely 
phrased, and in a few cases are either wrong or at least seriously incomplete. 
One might also quarrel at some points with his choice of statistical series. These 
are matters of detail, however, which do not affect the general validity of his 
conclusions. On the whole, Mr. Ahearn has done a diligent and useful job of 
piecing together the scattered and unsatisfactory data on this important problem. 


Yale University Lioyp G. REYNoLDs 


Seaman A. Knapp: Schoolmaster of American Agriculture. By Joseph Cannon 
Bailey. [Columbia University Studies in the History of American Agriculture, 
No. 10.] New York: Columbia University Press. Pp. xiii, 307. $3.25. 


Gradually, but all too slowly, the agrarian leaders who have been so long 
neglected by American biographers are beginning to receive attention. Knapp’s 
long and varied career spans the period from 1833 to 1911—a period of remark- 
able achievement in American agriculture—and Mr. Bailey’s biography is an out- 
standing contribution to the expanding literature of American agricultural history. 

Having spent a dozen years in educational work in the East, Knapp met with 
a serious accident which crippled his leg and finally compelled him to give up 
teaching in order to seek health in Iowa. In his new home at Big Grove, Benton 
County, Knapp’s health improved and he served two years as pastor of the 
Methodist church in the town of Vinton near by. He then accepted a position 
as superintendent of a school for the blind, while still requiring the use of his 
crutches. On the side, he farmed, raised purebred livestock, read widely on the 
newer scientific agricultural methods, and contributed numerous articles to the 
agricultural press. Soon he was dubbed in derision a “book farmer” by some of 
his less progressive neighbors. Knapp politely pointed out that book farming to 
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him meant “a kind of farming that has more science and less drudgery” in it, 
stating also that farmers “must adapt themselves to a new order of things and 
must now conduct agricultural operations on an improved system to make their 
investment profitable.” 

In 1879 Knapp was appointed to the newly established chair of practical and 
experimental agriculture at Iowa State Agricultural College and several years 
later was chosen its president. His experience at this institution furnished the best 
training for his final work of building up the county agricultural-agent system. 

In the middle eighties he moved from Iowa in order to help colonize and bring 
intd cultivation a region in Louisiana as large as the state of Delaware. Here, 
while teaching better agricultural methods, he found the right psychological 
approach to enlist the co-operation of farmers. It was the demonstration method 
of conveying to them the value of scientific farming. As Knapp later said: “What 
a man hears he may doubt, what he sees he may possibly doubt, but what he does 
himself he cannot doubt.” 

In 1898 Knapp was sent by the Department of Agriculture as a special agent 
to the Far East, being one of America’s first official plant explorers. His findings 
resulted in a great expansion of the rice industry in this country. A short time 
later, he conducted an investigation into the agricultural resources of the then 
recently acquired Puerto Rico. 

It is interesting to note that while Knapp edited the Farmers’ Journal, served 
as coeditor of the Rice Journal and Gulf Coast Farmer, contributed widely to 
agricultural papers, and was the author of many Department of Agriculture 
bulletins, he wrote no books. 

Although Mr. Bailey’s work contains a few minor a F. Curtiss’ 
name is spelled “Curtis” (p. 258), which results in confusing him with George 
W. Curtis, both of whom were professors of agriculture; the index includes only 
“Professor Curtis”; Wallace’s Farmer appears twice as Wallace’s Journal (pp. 64 
and 70)—it is a well-written and entertaining volume on an important figure. 
It will be particularly helpful to students of agricultural education and of rural 
life generally. There is a bibliography and an index. 


Dartmouth College A. L. DEMaREE 


Production Credit for Southern Cotton Growers. By A. E. Nielsen. New York: 
King’s Crown Press, 1946. Pp. 194. $2.50. 


The author justifies this study on the ground that “the granting of production 
credit appears fundamental to any understanding of the agricultural situation 
in the South.” Short-term production credit, usually running for a year or less, 
is used for both production and consumption; long-term credit is extended for 
periods of five years or more. With this as a sort of guide, the author undertakes 
to explore the sources of production credit and the means by which it is obtained, 
the reasons for its exorbitant cost, the credit practices in the various parts of the 
South, and the role performed by the banks and government-sponsored financial 
agencies. 
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Charting the course to be pursued is one thing, following it is another. The 
author, with much justification, discusses the cotton belt and the changing posi- 
tion of the South in relation to the nation and the world, but by so doing, he 
leaves one with the impression that such topics as the declining relative position 
of American cotton, foreign competition, the geographic shift of textile manu- 
facturing in the United States, the mechanization of cotton growing, and the 
increased use of synthetics, all of which are discussed in chapter two, are more 
fundamental to an understanding of the agricultural South than his chosen 
subject—production credit. The chapter concerned with the development of 
credit practices reveals nothing new. Chapter IV, which in itself comprises 
about one fourth of the entire study of ten chapters, goes into an analysis of 
credit practices by subregion, by states, and even by counties. The sources chiefly 
used are the bulletins of the United States Department of Agriculture and the 
various state agricultural experiment stations. Incidentally, this is the type of 
material that can be used to greater advantage by historians of agricultural 
problems. The defects of the national banking system—the allocation of the 
national currency on the basis of population and existing banking resources 
which left the South with inadequate funds to finance its growing and harvesting 
needs—are fairly well presented. 

The organization and approach, no doubt, will prove more satisfactory to the 
special student of cotton for whom it is obviously intended, than to the general 
economic historian who may, or may not, belittle the specialized, perhaps com- 
partmentalized, approach frequently employed by the traditional student of the 
farm problem. Perhaps it was a recognition of the limitations of this approach 
that impelled the author to discuss at some length the general preblem of agri- 
cultural credit instead of sticking closely to production credit for cotton growers 
in particular. Like the Supreme Court judge who writes the majority opinion 
and then dissents with himself, the author goes to some length to show that 
cotton producers suffered from inadequate production credit, and then concludes 
that simply to provide additional production credit will do them no good anyway. 
Perhaps this single-track approach does not have all the merits its exponents 
profess; at least this is the impression left by reading the short, provocative con- 
cluding chapter. Instead of additional production credit, the author recommends 
the settlement of tenants, by the government, on “subsistence farms, financed 
by long-term credit, [who] could grow the larger proportion of their food 
requirements, while continuing to raise some cotton for cash income.” Govern- 
ment aid, both federal and state, is asked for, yet Mr. Nielsen fails to take into 
account the attitude of many Southerners toward such a program, not to men- 
tion pressure groups like the Farm Bureau. 

Minor typographical errors and the failure to provide an index also detract 
from the value of the study. Finally, why resort to the popularizing device of 
placing the footnotes at the end of the study and then cluttering up the body 
of the text with thirty-five charts and tables? 


University of California at Los Angeles THEODORE SALOUTOS 
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Two Billion Acre Farm: An Informal History of American Agriculture. By 
Robert West Howard. Garden City, New York: Doubleday Doran, 1945. 
Pp. x, 209. $2.50. 

In fourteen short chapters, Mr. Howard purports to unfold the agricultural 
development of the United States from the time when a race of Asiatic fishermen 
settled here and began to develop the land agriculturally to the present day. For 
good measure the reader is allowed to glimpse what the author hopes for in the 
way of economic decentralization and gradual abandonment of cities in the 
period after the Second World War. 

The treatment of the subject to the time of the Civil War has merit. The 
survey of American Indian agricultural contributions is excellent. The story of 
the agricultural history of thirteen English colonies includes many questionable 
statements but is definitely interesting. The same may be said of the chapters 
concerned with the development of the Great Interior Valley. For the later 
period, the subject has been truncated into an argument to the effect that William 
Saunders, as a founder of the Grange, introduced the Rochdale principles of 
co-operation and thus provided the solution of the economic conflict between 
farm and city. 

Nowhere in the volume are the particular audiences the author had in mind 
made clear, and it is possible, of course, that the game stalked changed as the 
writing progressed. The author is a journalist who gives definite evidence of 
being dominantly auricular-minded. His acknowledgments are primarily to 
persons with whom he has talked at length on phases of American agriculture. 
Unfortunately, the memories of none of these commentators covered the entire 
span and all salient phases of the subject historically speaking. There is no 
bibliography, but the text includes a few allusions to published items. 

As the subtitle states, this book is informal, in fact, so decidedly so that it cannot 
be hailed without qualification as a history of American agriculture. Much of 
the writing is charmingly chatty. Outstanding are some of the thumbnail sketches 
of eminent contributors to agricultural progress, but these are buried because of 
the lack of an index. Frequently developments are somewhat off chronologically. 
Other criticisms could be substantiated, but perhaps it is time the trained 
historian who knows something about the subject wrote a survey history of 
American agriculture and quit taking pot shots at those who seek to harvest 
their vintage. 


United States Department of Agriculture Everett E. Epwarps 


Seasonal Farm Labor in the United States with Special Reference to Hired 
Workers in Fruit and Vegetable and Sugar-beet Production. By Harry 
Schwartz. [Columbia University Studies in the History of American Agri- 
culture, No. 11.] New York: Columbia University Press, 1945. Pp. xii, 172. 
$2.25. 

Many agricultural crops require at certain periods, particularly at harvest, a 
quantity of labor many times that needed to care for them during the other parts 
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of their growing season. Such requirements create difficult problems: for the 
farmer that of making certain of the availability of labor when needed; for the 
worker, uncertainty of employment, and low income; for society, the care of 
the unemployed. This volume deals with the impact upon casual labor of the 
policies adopted by the employing farmers and with some of the efforts made to 
improve conditions. The fruit and vegetable and the sugar-beet industries are 
examined in detail as case studies. A brief final chapter points out the persistence 
of the problem into the postwar years. 

Mr. Schwartz has performed a creditable job of bringing together in con- 
densed and useful form the considerable body of information that has been 
gathered on the subject in recent decades, much of it through the investigations 
of Congressional committees and the Department of Agriculture. He has added 
information gathered in his own field studies. The labor economists will find 
this a convenient statement of the facts. The economic or agricultural historian 
will probably find in the volume little that is novel. 


Princeton University Crarence H. Danuor 


Land Title Origins: A Tale of Force and Fraud. By Alfred N. Chandler. New 
York: Robert Schalkenbach Foundation, 1945. Pp. xvi, 550. $3.00. 


Despite a prefatory encomium by John Dewey testifying to its “impressive 
research,” this study hardly merits serious attention by economic historians. The 
author, a follower of Henry George, anxious to secure support for the thesis 
that land titles and land rent are created solely by the public and should be col- 
lected for the public benefit, has endeavored to prove that all American land 
titles are of fraudulent or coercive origin. Since he devotes much attention to 
presenting a rather disconnected chronology of discoveries and conquests— 
interspersed with badly told anecdotes often entirely unrelated to the main 
theme—one would expect some analysis of the evolution in international law 
of the doctrine of the acquisition of property by states and of its modification in 
recent times. Instead, all we find is a passing and inaccurate allusion to this 
pertinent issue; and not a single authority in international law is cited, unless 
the editorial writer on the Newark Ledger can so qualify. 

A major criticism of the volume is that it leans far too heavily on a rather 
haphazard selection of secondary authorities, too often neither the best nor the 
latest. An author who does not appear familiar with Vinogradoff and Maitland 
is likely to confuse manorialism with feudalism. One who seems unaware of 
the researches of Richard H. Tawney and Mildred Campbell is not likely to 
make a contribution to the subject of enclosures or of the position of copy- 
holders and yeomen in England. While quoting Bruce’s figures on the maximum 
size of landholdings in seventeenth-century Virginia, the author does not seem 
aware of the revisionist data gathered by Wertenbaker stressing the importance 
of small plantations. The fruit of such comparatively recent monographic studies 
as those of Nissenson and Spiegel has not been garnered for this feast. Mr, 
Chandler rather glibly recounts the intricate activities of the Ohio Company 
Associates without reference to the published papers of that company, the corre- 
spondence of Menasseh Cutler, or the Territorial Papers. 
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While the author’s heart may be in the right place, he says little that is new 
and much that is unreliable. For example, it is not true that absentee servants 
were punished capitally in Maryland (p. 40). Multiple extra service was the 
invariable penalty. While Colonial historians would agree with Mr. Chandler 
that religious liberty as a motive for migration has been overstressed, they would 
expect a writer who claims to be a revisionist himself to be aware of the condi- 
tion of the textile industry in East Anglia on the eve of the Puritan migration 
and to have familiarized himself with evidence presented in the studies of 
E. Lipson and C. E. Banks and accumulated in the Victoria County series. One 
who accuses Colonial governors of favoritism and fraud in making land grants 
should have taken the trouble to secure substantiation from patent rolls and deed 
books. Representative portions of such sources are in print today. For instance, 
a W.P.A. project has left us a full set of abstracts of land grants in Florida 
prior to American occupation. An analysis of this material, unknown to the 
author, is indispensable to one who ventures to generalize on Spanish land policy 
in the Gulf region. It is not sufficient to quote the Beards to the effect that “the 
land office of Virginia was a sink of corruption” (pp. 68, 69). Until investigators 
do for other areas what Manning C. Voorhees has accomplished in analyzing 
the land-grant policies prevailing in eighteenth-century Virginia, writers will be 
stopped from making significant generalizations about title origins. 


College of the City of New York Ricuarp B. Morris 


Landlords and Farmers in the Hudson-Mohawk Region: 1790-1850. By David 
Maldwyn Ellis. Ithaca, N.Y.: Cornell University Press, 1946. Pp. 347. $4.00. 


Students of agricultural economics will read with much profit this study of 
the early agricultural development of “eastern New York.” Indeed the subject 
matter covered is more inclusive than the title suggests, for David Ellis has 
probed deeply into the economic problems and trends which helped to produce 
outbreaks of friction between landlords and tenants and which eventually turned 
the region over in large part to small and, considering their antecedents, fairly 
conservative farmers. 

In the first two chapters, Mr. Ellis studies the origin of the pattern of land 
titles—the peculiar landlord-tenant arrangement more prevalent here than in 
most parts of America—and the progress of settlement to 1808. These relatively 
“good years,’ when both proprietors and settlers were exploiting the rich 
resources of a new region that enjoyed convenient access to a prosperous market, 
are contrasted in the next two chapters with the “years of uncertainty” that 
followed. Not only was the market threatened, but new problems of production 
emerged, and much of the early optimism disappeared when more favored lands 
were opened to settlement farther west. 

As the Erie Canal brought a flood of western produce into the Hudson- 
Mohawk trade artery, the farmers in the twenty-one eastern counties were com- 
pelled to search for more profitable crops. Sheep and cattle began to replace 
wheat and other grains while potatoes became increasingly important. The pro- 
grams of various agricultural reformers reached the public through farmers’ 
papers and fairs, but not with sufficient speed or influence to solve the critical 
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problem which produced the violent outbreaks generally known as the antirent 
movement of 1839-1845. 

A number of excellent maps add much to the book’s value by pulling together 
the complex trends in the twenty-one counties. It is interesting, for example, to 
compare the areas of rapid population growth with the turnpike and other 
improvements in transportation. In like fashion, the townships with a high con- 
centration of sheep in 1836 show a declining population in the same period. 
Additional maps indicating the areas of antirent agitation and absentee land- 
lordism would have been useful, not so much for comparison with each other 
as for study in connection with the other maps presented here. One or two 
political maps would have helped in a similar way to correlate that aspect of 
the movement. But Mr. Ellis has performed a sufficient scholarly service for one 
book, which the Cornell Press has produced in an attractive format. 


Rochester, New York Brake McKELvey 


Frontier Landlords and Pioneer Tenants. By Paul Wallace Gates. Ithaca, N.Y.: 
Cornell University Press, 1945. Pp. 64. Seventy-five cents. (Reprinted from 
Journal of the Illinois State Historical Society, June 1945.) 


It is not news that land speculation characterized the frontier—it was a sig- 
nificant source of cash to many pioneers. Nor is it news that as the country 
expanded some speculators held vast tracts of land, so vast in the aggregate that 
they dwarfed the grants under the Homestead Act and largely nullified its pur- 
pose. Mr. Gates himself has written of this in “The Homestead Law in an 
Incongruous Land System,” American Historical Review, 1936. Finally, in any 
western or middle western community, the old-timers and local historians know 
what family fortunes were accumulated by shrewd purchases of land or smart 
management of large estates. What is not well known is how the first absentee 
owners of large tracts, lands sometimes covered with valuable timber, managed 
to fare any better than the government at the hands of squatters and other 
pioneers. Mr. Gates supplies the answer in this brief but significant monograph. 
His findings deal chiefly with Illinois but apply to prairie states west of Illinois. 

Romulus Riggs of Philadelphia owned 40,000 acres of land in the Military 
Tract of Illinois in the 1830’s. Rather than arouse the frontier prejudices of 
squatters on his land, he made agreements with them “whereby they undertook 
to prevent the unauthorized cutting on a number of sections in return for the 
right to use the land. A little later he induced squatters to agree to pay the taxes. 
Then, when their improvements such as a one-room log house, a little fencing, 
and a few acres of cultivated land represented sufficient labor and investment 
to put them in a receptive mood, Riggs demanded a cash rent in excess of the 
taxes. Thus was tenancy born on the frontier” (p. 3). There was “sound reason” 
for the general policy of making tenants assume the tax burden. Otherwise “it 
would have been possible for them to vote, in local tax districts, heavy appro- 
priations for roads, schools, and other public buildings and as loans for local 
railroads, and to have the burden carried by the landlord” (p. 45). 

Arrangements between landlord and tenant varied. A few landlords sub- 
divided their land, provided some of the fencing and ditching, erected cottage 
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houses, and in various ways assisted their tenants in getting started. Most con- 
tracts provided that the tenant would pay a portion of his crop each year as 
rent, the exact amount depending on the contributions of the two parties to the 
contract. Cash rents were less common, or at least appeared later. In general, 
landlords who settled in the community got along with their tenants but absentee 
landlords were resented. 

William Scully was not only an absentee landlord but an alien who had learned 
his profession in Ireland where he was remembered for his harsh treatment of 
tenants. Scully gave his American tenants little or no assistance in getting started. 
He insisted on cash rental payments before crops were harvested and was quick 
to raise rents as land values rose. Hatred of Scully and of land monopoly flamed 
so high in 1887 that laws were passed in three states forbidding aliens to acquire 
real estate or to oblige tenants to pay the taxes on lands they rented. Scully 
merely took out American citizenship and revised his leases to allow for taxes. 
Mr. Gates devotes nearly half the book to Scully because he was the most hated 
landlord in the midwest two generations ago. In his closing remarks he goes so 
far as to say, “historians of agrarian movements, without exception, have neg- 
lected alien landlordism and centered their theme around that of silver and the 
malpractices of the railroads. They fail to recognize that fundamentally, but not 
very clearly, this western discontent was directed at the forces which were 
making for tenancy and the disappearance of the small farm owner” (p. 58). 
This proposition needs fuller evidence to support it and could well be the sub- 
ject of another valuable monograph. 

Mr. Gates’s description of farm tenancy in the early west brings to mind the 
words of Edward Wakefield, the great English colonizer of the last century, who 
once wrote that where land was plentiful and labor was scarce, slavery was 
almost certain to appear. He reasoned that labor can be had only by hiring it or 
enslaving it, and in a new country free men quickly seek to become independent.’ 
Large-scale farming in central Illinois by men like Michael Sullivant failed 
partly for lack of labor. Negro slavery in the guise of indentured servitude 
existed in southern Illinois because labor was scarce. But farm tenancy was a 
third way, overlooked by Wakefield, of persuading scarce labor to work on 
plentiful land. True, it worked best some distance back of the frontier where 
most of the land had been claimed and land values were rising. However, the 
surprising facts are how closely it followed the frontier and how early it appeared. 

The brevity of Mr. Gates’s monograph should not cause us to underestimate 
its importance. He has made a significant contribution to our understanding of 
the mechanism of the westward movement. 


University of Illinois Donato L. KEMMERER 


BUSINESS HISTORY 


The Metropolitan Life: A Study in Business Growth. By Marquis James. New 
York: The Viking Press, 1947. Pp. 480. $5.00. 
When the largest life insurance company and probably the largest private 
financial institution in the world engages one of America’s most prominent 
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authors to write its history as he sees it, that is news. But it is more than news. 
It is encouraging evidence of the fruit being born by the long and arduous cam- 
paign to convince business leaders that a fair and balanced account of America’s 
economic development cannot be written without an intimate and factual knowl- 
edge of American business. It is an earnest that the modern scholar is anxious 
to shun muckraking tactics and to avoid reliance solely on information disclosed 
in official documents or in governmental investigations. It is also an indication 
that business is realizing the futility of seeking to impress the public by “puffs” 
of an anecdotal or “bedtime-story” character. It is even, perhaps, a sign that 
business sees an advantage in having the long-term trends of its activity laid out 
clearly in order thereby to formulate more intelligent policies or at least to avoid 
some of the more palpable mistakes of the past. 

In a real sense an appreciable portion of the business history now being written 
constitutes a landmark in American historiography and also in American busi- 
ness. Both historians and businessmen are eschewing many penchants hitherto 
all too prominent and are endeavoring to organize business data so that answers 
may be had to fundamental questions. 

As business history is written by human kind and not by automatons, elements 
of craftsmanship, of personal idiosyncrasies, and of judgment will alter the final 
product, but the basic problems will be dealt with just the same. James has 
asked approximately the same questions of his data that I did of mine in A Cen- 
tury of American Life Insurance—A History of the Mutual Life Insurance Com- 
pany of New York. Yet the two books are superficially very different. Mine is 
organized patently on a functional basis; James’s less patently so, and with an 
emphasis on the role of “great men,” which carries his narrative at times to a 
biographical plane. Instead of making extensive use of tables and charts for the 
presentation of statistical matter showing long-term trends, Mr. James employs 
few tables and no charts, but gets his statistical material before his reader by 
incorporating it in the text. James treats most of the more technical phases of 
life insurance—mortality tables, policy provisions, methods of computing divi- 
dends, and the like—in more general terms. But, let me repeat, there is a striking 
similarity in the basic questions we have tried to answer. 

The most distinctive parts of James’s book are those which deal with the 
unique experiences of the “Met.” The early hard times of the company are 
extremely interesting and yet not so atypical as the method by which they 
were brought to end. Success was finally secured when the managers concen- 
trated upon industrial insurance—small policies for the poor man with minute 
premiums collected weekly. From this point forward, James’s book becomes 
a mine of excellent information about this form of insurance. Maligned as it 
may be, and James does not hesitate to present its weak points, industrial insur- 
ance was greatly improved by the Metropolitan. No insignificant part of the 
attempt to make life insutance available to the workingman at low cost was the 
development of group insurance. In this form of coverage the Metropolitan 
played a very important role. To be sure, “group” has not supplanted or made 
appreciable inroads into “industrial,” but it has greater potentiality for doing so 
than the author has made clear. 
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Other excellent chapters describe the Armstrong Investigation and the Metro- 
politan’s public-health program. The investigation was a highly dramatic episode, 
where feelings ran high and honest men had real differences of opinion and of 
moral judgments. Mr. James has handled this landmark in insurance history 
with consummate skill. Similarly, he has done extraordinarily well with the 
Metropolitan’s attempts to reduce mortality among its policyholders by providing 
them with medical advice, nursing services, sanitariums, and by concentrated 
public-health programs in selected cities. 

No part of the book will be of greater interest to the economic historian, how- 
ever, than those sections which deal with the Metropolitan’s more recent invest- 
ment experiences. The placing of such enormous sums as those entrusted to the 
“Met” is a gigantic task. How the company managed its foreclosed farm real 
estate during the 1930’s and eventually liquidated its holdings without any sub- 
stantial loss form an important chapter in American landholding and in farm 
management. Similarly, the Metropolitan’s extensive housing projects constitute 
an important experiment in housing—and in the possibility of placing some 
insurance funds to serve as a hedge against inflation. 


Columbia University SHEPARD B, CLoucH 


Les Relations des papes d’ Avignon et des compagnies commerciales et bancaires 
de 1316 @ 1378. By Yves Renouard. [Bibliotheque des Ecoles Frangaises 
d’Athénes et de Rome, Fasc. 151.] Paris: E. de Boccard, 1941. Pp. xxvii, 694. 


Recherches sur les compagnies commerciales et bancaires utilisées par les papes 
d’ Avignon avant le Grand Schisme. By Yves Renouard. Paris: Presses Uni- 
versitaires de France, 1942. Pp. 62. 


American scholars, whose interest in papal finances has been aroused by the 
works of William E. Lunt, Papal Revenues in the Middle Ages (1934) and 
Financial Relations of the Papacy with England to 1327 (1939), will welcome 
this French contribution to the subject, a thorough and masterly study based on 
the papal records in the Vatican Archives, the material in Italian and French 
archives, and printed sources. Although erudite and exhaustive, M. Renouard’s 
work—in spite of its seven hundred pages—is not exhausting to the reader 
because it has the clarity and ease of style common among French historians. 

Papal revenues, although smaller than those of contemporary kings and some 
Italian princes, had a distinctive feature: their international character. Money 
flowed into the papal treasury from far and near, even from such remote 
corners as Cyprus and Greenland. Expenditures, too, were spread throughout 
Christendom, but most of the papal income was spent in southern France, in 
Italy, and in the Levant where small Christian communities made constant 
appeals for aid. The papal finances thus created a major problem of interest to 
the economic historian: the international transfer of funds. 

Since shipment of specie over long distances was costly and risky, the papal 
collectors resorted to it only when there were no other means of transfer avail- 
able. Already in the thirteenth century, the papacy had made use of Italian 
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merchant bankers—especially Sienese companies—for the transfer of funds from 
western Europe to Italy. This policy of the papacy, which scandalized Matthew 
of Paris, was not a matter of choice but of necessity. 

After an interruption of a few years, the relations between the papacy and 
the bankers were resumed when Pope John XXII established residence in 
Avignon. Until 1342, the papacy used chiefly the services of the three large 
Florentine companies—the Acciaiuoli, the Bardi, and the Peruzzi—and of two 
of lesser importance—the Bonaccorsi and the Scali (who failed in 1326). All 
three of the great Florentine companies and the Bonaccorsi failed in the 1340's. 
Their failure created a problem for the papacy, since none of the surviving small 
firms was powerful enough to give adequate service. Specie had to be shipped 
more frequently than before, and transfers were delayed. After 1362 the Camera 
Apostolica was able to employ the Alberti antichi, a firm which had become 
prominent and had developed a network of branches in a few years. 

The advantages which the papacy derived from the use of the international 
banking houses are easily perceived: safety, economy, regularity, and compara- 
tive speed in the transfer of funds. These benefits are made strikingly clear by 
the contrast between the more advanced regions of western Europe where the 
Italian merchant bankers maintained branches or correspondents and those where 
they did not: Scandinavia, Poland, Hungary, and Germany. M. Renouard draws 
a vivid picture of the difficulties encountered in transmitting papal funds gathered 
by the collectors in Poland. 

Less obvious are the advantages to the Italian merchant bankers of their rela- 
tions with the papacy. The commission on the transfers did not amount to large 
sums; some transfers, indeed, were made without any charge; nevertheless, many 
small items of profit sometimes make a big sum at the end of the year. Often the 
commission was concealed in the rate of exchange and cannot be determined 
from entries in the papal registers. The Camera in Avignon insisted upon prompt 
delivery of funds so that the companies did not have papal funds on deposit 
long enough to make a profit on their investment. The Italians furnished the 
papal court with many articles, necessities, and luxuries, but these were pur- 
chased more often from lesser merchants, who were not entrusted with the 
transfer of funds, than from the larger banking houses. 

M. Renouard suggests that the principal benefit which the Italian merchant 
bankers derived from being fiscal agents of the papacy lay in “a compensatory 
movement of funds.” The merchant bankers normally bought more than they 
sold in the countries on the periphery of Mediterranean trade—England, the 
Low Countries, and Cyprus—and sold more than they bought in Italy and 
southern France. Consequently, the merchant bankers would have had to ship 
specie from the center to the periphery, if it had not been for the compensatory 
movement of papal funds in the opposite direction. 

The historian may not be troubled by this explanation, but the economist cer- 
tainly is. To discuss the equilibrium theory in foreign trade which this point 
involves would take too much space. In the simplest terms, was it not the 
presence of the papal funds which enabled the bankers to buy more than they 
sold in the countries of the periphery? If there had been no papal transfers, 
the Italian merchant bankers might have bought less; or, in other words, the 
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conditions of international trade—prices and quantities exchanged—might have 
been entirely different. It is not necessarily true that, in the absence of remittances 
to Avignon, specie would have been shipped from the center to the periphery. 

I do not think, therefore, that this “compensatory movement” was the prin- 
cipal advantage the bankers derived from handling papal funds. In my opinion, 
the prestige value, also mentioned by Renouard, was more important. The posi- 
tion of papal banker inspired confidence, especially in ecclesiastics of high rank 
who had money to invest and who probably preferred to entrust their funds 
to companies that were trusted by the papal court. 

In his main volume, M. Renouard has an excellent chapter on the organiza- 
tion of the large Italian companies of merchant bankers, on their mercantile 
activities and their financial dealings, and on the development of credit instru- 
ments, of postal couriers, and of business methods. This chapter incorporates the 
most recent research of Italian scholars, namely, Sapori, Luzzatto, Chiaudano, 
and others. 

In his small supplementary volume, M. Renouard has brought together some 
new information that did not fit into his book on papal relations with these 
companies. On the Bardi and the Peruzzi, concerning whose history several 
volumes have been written, he contributes a little new material drawn from the 
Vatican Archives. For lesser companies he gives, in several instances, the first 
historical sketches that have been published. These are on the whole disappoint- 
ing, not through any fault of M. Renouard, but because of the lack of business 
records. The longest and probably the most useful sketch is that of the Alberti 
house of Florence. 

In addition to these two books, the first of which is a major contribution to 
the economic history of the fourteenth century, M. Renouard, a professor in the 
University of Bordeaux, has published a number of articles in Italian and French 
periodicals. All his work is of high quality and contains useful information for 
the specialist in Medieval economic history. The nonspecialist will find in his 
chapter on the organization of the Italian companies a reliable synthesis not 
available elsewhere. 


Cedar Crest College FLorENCE EpLER DE RooveR 


Railroad Consolidation under the Transportation Act of 1920. By William N. 
Leonard. [Studies in History, Economics and Public Law, No. 522.] New 
York: Columbia University Press, 1946. Pp. 350. $4.00. 


The chief virtue of this volume is its informative and orderly survey of the 
exceedingly complex developments in the field of American railway consolidation 
during the period 1920-1940; its basic defect is the author’s failure to appreciate the 
practical reasons why neither the railroad executives nor the Interstate Commerce 
Commission could, jointly or severally, agree upon and achieve voluntary con- 
solidation as contemplated under the Esch-Cummins Transportation Act of 1920. 
Mr. Leonard’s analysis of the objectives, provisions, and subsequent alterations 
of the Transportation Act, his discussion of the various plans arising under it, 
and his meticulous exposition of the principal proposals for combination made 
by individual roads and other interested parties leave little to be desired. Further- 
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more, his major conclusion that complete consolidation on a national scale will 
never be achieved on a voluntary basis is ably demonstrated even though he 
assumes it is unnecessary to show why such consolidation would be desirable. 
His criticism of both the railways and the commission, however, for not making 
further progress under an admittedly defective act is naive and inconsistent; 
it is painfully apparent that he neither understands nor sought to find out the 
underlying criteria that inevitably guided the rail executives in their entrepre- 
neurial decisions on the one hand and the commissioners in their administra- 
tive and quasi-judicial findings on the other. In brief, Railroad Consolidation 
is an invaluable piece of description and academic analysis based upon public 
records available to the conscientious scholar; as a specific explanation of the 
failure of voluntary consolidation, it either misses or underemphasizes the hard- 
boiled realities of the situation. 

In his introduction, Mr. Leonard carefully explains to what extent the Trans- 
portation Act of 1920, by encouraging railway consolidation, represented a “new 
departure in national policy toward railroad competition,” and sets himself the 
task of explaining why this “well-intended but misdirected experiment’ failed. 

Mr. Leonard places the chief blame on the defects of the act of 1920. Quite 
rightly he cites the obvious absence of the commission’s power to compel con- 
solidation, blames the lawmakers for blithely assuming consolidation would be 
a cure-all, points out (but by no means emphasizes strongly enough) the law’s 
failure to specify the criteria of valuation for consolidation purposes, and criti- 
cizes the paradoxical statement in the act that consolidation could be authorized 
only when competition and existing routes and channels of trade were main- 
tained as fully as possible. These were indeed serious defects; they made volun- 
tary consolidation difficult if not impossible, and help to justify Mr. Leonard’s 
final conclusion that complete consolidation (that is, the inclusion of all roads) 
will have to await compulsory government action. His criticism that the act 
failed to “place enough emphasis upon the operating advantages of consolida- 
tion,” however, appears impractical. These advantages necessarily varied between 
roads and regions as well as in point of time and in relation to the changing 
economic level of activity. How the act could have specified such details is dif- 
ficult to understand. And, strangely enough, Mr. Leonard himself never gives 
a clear statement of these advantages, although he cites others as doing so and 
gives different estimates of alleged savings. 

Mr. Leonard places almost as much blame on the railways as he does on the 
act for the failure of voluntary consolidation. The program failed, he says, 
because the executives did not want it to succeed. That, undoubtedly, is true 
and it is amply demonstrated in this book. He says that voluntary consolida- 
tion did not come about because the executives “did not consider it to their 
personal advantage or the advantage of their companies to get together and 
carry out a comprehensive plan of consolidation” (p. 269). So far, so good, 
although the author seems somewhat surprised by the fact that the roads were 
so consistently uncharitable as to refuse to acquire lines they did not want. 
Here again, a thorough or even sample investigation of railroad files and a 
dozen interviews with the very executives he cites would have impressed him 
with the executive’s inescapable obligation to his stockholders to consider their 
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interests first. But Mr. Leonard continues: “It was the fact that these executives 
had been trained in a hard school where competition was regarded as the law 
of life and cooperation as something akin to conspiracy ....” (pp. 269-270; 
italics supplied). I question seriously the notion that it was an inability to 
co-operate that led the executives to eschew planned consolidation. Individualistic 
and competitive as railways are, they have throughout their history amply demon- 
strated their ability and their desire to co-operate whenever it pays them to do so. 
This is a fundamental point Mr. Leonard seems to miss. Ever since the Civil 
War and even before, the railroads have exchanged technical information, equip- 
ment, and even personnel. Notably since 1923, they have worked together hand 
in glove to rehabilitate their plant; they have co-operated as an industry with 
shippers through the liaison of the Shippers’ Advisory Boards; they have co-ordi- 
nated car service, statistical information, technical research, and public relations 
(to mention only a few categories) through the Association of American Rail- 
roads. They have co-operated in rate making with the blessing of the commis- 
sion, though without benefit of favor by the Department of Justice. But rarely 
if ever have they knowingly co-operated when to do so would not pay. It was 
the conviction of most railway executives during the period under discussion 
that they stood to lose more than they would gain from the consolidation open 
to them under the restrictions of the act as interpreted by the commission, and 
for that good and sufficient reason they did not co-operate, or, for that matter, 
act individually to adhere to planned consolidation. This, too, I think Mr. 
Leonard would have discovered from closer contact with the men and records 
of the industry. And incidentally, after thoroughly expounding the weaknesses 
of the act of 1920, why does he state that the act provided for well-balanced 
systems by an “orderly taking over of the weak by the strong” (p. 270)? He 
has too successfully demonstrated the failure of the act to do that very thing to 
reverse his field at this point in his book. 

As in the case of the carriers, Mr. Leonard’s criticism of the commission seems 
poorly grounded. True, the I.C.C. grew discouraged and asked to be relieved 
of making a plan, but that was because it apparently realized what Mr. Leonard 
did not, namely, that little could be done on a voluntary basis if it did not pay. 
He criticizes the commission also for not insisting more energetically on the 
inclusion of short lines as a condition of approval of other projects; yet here 
again the commissioners well knew that they would have little success in forcing 
unwanted roads on carriers free to refuse them. If, as the author says, the com- 
mission was guided too much by expediency (or was it realism?), it might be 
pointed out that only by so doing has the commission compiled a better record 
of solid achievement than any other administrative agency and at the same 
time acquired and held the respect of carriers, labor, Congress, and the public 
at large. The commission is an administrative and quasi-judicial body, not a 
policy-forming organization. It must and does attempt to carry out the mandates 
of Congress, and though it may ask for additional powers, experience has taught 
it that such requests must be based only on concrete data and patiently repeated 
over many years before action can be expected. It is hardly fair to criticize a con- 
scientious workman so harshly for his handiwork when his tools are defective 
and his means of replacing them are so tenuous. 
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On the other hand, Mr. Leonard might have pointed out that if the commis- 
sion had been as assiduous in seeking consolidation as it was in safeguarding 
competition and existing channels of trade, far more might have been accom- 
plished. For example, after the Great Northern—Northern Pacific unification and 
the Minneapolis & St. Louis dismemberment were rejected as proposed, the 
railways themselves had substantial grounds for discouragement. It must not be 
forgotten that the initiative for consolidation rested with the carriers; the com- 
mission did little to encourage the exercise of this initiative. 

Technically, Mr. Leonard’s book is in attractive format, and his style is pleas- 
ing and simple. His frontispiece map, however, is wholly inadequate. Although 
it purports to show the “principal railroads” in the United States, it omits such 
vital lines as the Nashville, Chattanooga & St. Louis from Chattanooga to 
Atlanta, the Louisville & Nashville to New Orleans, the Boston and Maine to 
White River Junction, and the Burlington between Chicago and the Twin Cities 
as well as between Omaha and Denver. West of Fort Worth, the Texas & Pacific 
is labeled “Missouri Pacific.” There are a few minor though irritating errors in 
proofreading (for example, pp. 23, 111, 115, 203, 261). The “Selected Bibliog- 
raphy” is helpful, particularly in respect to periodicals and government sources, 
but omits such standard and essential works as Daniels’ American Railroads, 
Merk on consolidation in Wisconsin, Reed on the Texas railroads, and, sur- 
prisingly enough, Sharfman’s classic and indispensable study of the Interstate 
Commerce Commission. The greatest omission, however, is the lack of any refer- 
ence whatever to railway archives. Many of these are now accessible to qualified 
scholars. Furthermore, many of the men in the industry as well as those in 
public service during the years discussed are active and available, although, with 
one minor exception, Mr. Leonard seems never to have availed himself of these 
vital sources of information. 

Railroad Consolidation is an excellent book in many respects. It is to be hoped 
that it will be supplemented and, where necessary, amended by further studies 
based on all the available evidence. The subject is worthy of serious study for, 
as the author rightly says, it pertains to a problem that is yet to be solved. 


Northwestern University Ricuarp C. Overton 


History of Mutual Savings Banks in Northampton, Massachusetts. By Katherine 
Finney. New York: King’s Crown Press, 1945. Pp. x, 225. $2.50. 


Although occupying only a fourth of its chapters, the heart of this study is, 
as the Foreword promises, an investigation into the relatively stable interest rates 
charged by the mutual savings banks of Northampton. It presents newly com- 
piled annual series, covering more than sixty years, of the rates of interest, 
including the average, mode, and range that the mutual savings banks charged 
on outstanding loans. On the basis of these series as well as information on 
rates charged by the savings banks’ competitors, Miss Finney concludes that 
differentials in interest rates were not the chief consideration of borrowers on 
home mortgages. The interest rate likewise was not the most important factor 
determining the institution in which savings were placed. 
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One may, nevertheless, question the relevance of the author’s comment that 
emphasis in economic analysis is usually placed upon rates in financial centers 
rather than upon those in small communities. If the implication of this remark 
is that the interest-rate experience of the mutual savings banks in financial centers 
has differed from that of the Northampton institutions, the author has not dem- 
onstrated the truth of this proposition. Welfling’s study of savings banking in 
New York indicates the reverse. 

In the major part of the book, the author has described comparative changes 
in the investment portfolios and deposit liabilities of four Northampton mutual 
savings banks, in existence during part or all of the period, 1876-1938. Her 
data have been drawn largely from the annual reports of the Massachusetts Com- 
missioner of Banks and the statutory regulations, and for that reason only an 
external view of the banks’ operations is afforded. In general, the absence of 
discussion of the role of management in relation to changes in the investment 
of the banks’ funds seems a shortcoming. While Miss Finney obtained informa- 
tion from persons associated with the Northampton banks, she did not examine 
the minutes of the meetings of the boards of trustees or other institutional 
records of policy decision. If these materials were available, their use would 
certainly have made possible a more realistic exposition of the movements of the 
data on the numerous charts presented. 

Virtually the only item on the balance sheet that does not receive considera- 
tion is the banks’ cash. The size of cash holdings in relation to deposit liabilities 
is surely of some interest. One would like to know what defenses the banks 
relied on during periods of seasonal and cyclical strain. If they kept deposits 
with the commercial banks in Northampton, what interbank connections existed? 
Some comment on this issue might have been expected since one of the savings 
banks, placed in receivership in 1898, was not truly independent of the local 
national bank—a fairly common situation in many communities during the nine- 
teenth century. Had Miss Finney included a brief account of the formation and 
development of the Northampton savings banks before 1876, she might have 
attained a better historical perspective. But this study is more notable as a record 
of quantitative changes in savings bank operations than as a contribution to 
institutional history. 


New York, New York ANNA JACOBSON SCHWARTZ 


Henry Meiggs: Yankee Pizarro. By Watt Stewart. Durham, N.C.: Duke Uni- 
versity Press, 1946. Pp. xii, 370. $4.00. 

Watt Stewart tells the gaudy, tawdry tale of a “man who wanted power and 
millions and was not much concerned about his means of getting them.” Henry 
Meiggs began as a lumber dealer in New York, but crashed in the panic of 1837. 
He took a cargo of wood to San Francisco in 1849, speculated in everything out 
there, won repute as “Honest Harry,” covered his losses by forging municipal 
promissory notes on a large scale, and decamped to South America when expo- 
sure seemed imminent. In Chile and then in Peru he became a Yankee Pizarro, 
Vanderbilt, Astor, Jim Brady, Barnum—and Casanova. He built railroads that 
made fantastic demands on the engineers, the laborers, and the national income. 
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He exploited and intensified the corruption he found prevalent in public life, 
gratified the whims of the politicians of the moment, accumulated and then lost 
a fortune, and left a bankrupt Peru saddled with a few tracks that were of vir- 
tually no economic value. “While he was in many ways a scoundrel, he built 
some remarkable railways” (p. 346). 

Mr. Stewart has been very successful in his search for sources in both Americas, 
but less fortunate in his selection and presentation of the material. There is far 
too much about the lavish ceremonies that signalized the beginning or completion 
of each new project. There are too many quoted chunks of florid oratory or 
journalism. But the description of the economic, and even of the political or 
social, setting is too little and too late, and there is only a faint awareness of 
the general financial problems which confronted railroad builders in all new 
countries—and some older ones—in the sixties and seventies. The only map is a 
work of art rather than a guide to the reader, and the illustrations are unin- 
teresting. The style, while usually straightforward, is broken too frequently by 
attempts at fine writing or wordy circumlocution. Students of railroad history 
will find here some interesting comparisons with the record of our own pioneer 
constructors. Communists will rejoice over the new evidence of capitalistic 
cupidity. Advocates of good-neighbor policies will realize how long as well as 
strong is the tale of plunder of the deepest south by the north. And those of us 
who feel we really ought to make an effort to learn about Latin America may 
possibly decide that, after all, we need not. 


University of Minnesota Hersert HEaTon 


Letters of William Davies, Toronto, 1854-1861. Edited by William Sherwood 
Fox. With a Preface by H. A. Innis. Toronto: University of Toronto Press, 
1945. Pp. viii, 144. $2.00. 

Although William Davies’ letters give information or express opinions about 
a great variety of matters, the theme which really stands out and which receives 
some consideration in every one of the letters is the state of Mr. Davies’ business. 
This is perfectly natural and for several reasons: he had set out from England 
for Toronto with the avowed object of developing a successful independent 
business; the necessity of starting with a minimum of capital resulted in small- 
scale operations and a continuous struggle for economic survival; and all but 
a few of the letters were written to a brother who was engaged in a similar 
business in England. 

While the business activities discussed vary from sausage making to farming, 
they are mainly related to this or that aspect of the provision trade. Although 
much of this trade was necessarily local, it is especially noteworthy that a good 
deal of it represented purchases from or sales to reasonably adjacent sections of 
the United States. One of the really important revelations is the pronounced 
impetus given to Canadian-United States trade by the Reciprocity Agreement 
of 1854. 

From the standpoint of the student of economic history, these letters, whether 
referring to the domestic or export business, supply much-needed information 
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of two main types. For one thing they go far to explain what actually determined 
whether Canadian products were marketed locally, sent to the United States, or 
exported to England. The underlying factors which led Canadians like Mr. 
Davies to develop the export business with England are presented in a particu 
larly clear and concrete form. In the second place the letters present a detail 
picture of the manifold problems that are encountered when one endeavor: 
establish a new business in a young country. Overcoming an almost chronic lack 
of capital would seem to be the most serious problem. Another was how to locate 
and hire men with sufficient technical skill. A third was securing a sufficient 
quantity of suitable raw material. Jn addition, there was the problem of minimiz- 
ing losses due to sudden price fluctuations or irregular shipping facilities. The 
special export problems included the establishment of business connections in 
England, arranging for financing of export shipments, securing raw materials 
for processing and packaging, and developing special processing equipment. 

It is impossible to read this book without being impressed by the pronounced 
dependence of early Canadian business on the personal qualities of the indi- 
vidual businessman. In Mr. Davies’ letters we have a continuous portrayal of 
the requirements of the successful entrepreneur. It is obvious that he had to 
possess business sagacity, the ability to sense market opportunities and make 
quick decisions, a willingness to blaze new business trails, resourcefulness in 
evolving new techniques, and an overriding desire to become a successful busi- 
nessman. It is equally obvious that the author of these letters possessed such 
characteristics in unusual degree. 

In addition to providing historical information of the sort indicated, the volume 
contains a great deal in the way of price data. Because of this it should prove 
particularly valuable to anyone interested in the compilation of a more complete 
long-time price series. 

The inclusion of a foreword by Professor H. A. Innis of the University of 
Toronto and a thirty-page biographical sketch of Mr. Davies by the editor, 
President Fox of the University of Western Ontario, provides a valuable explana- 
tory supplement to the letters proper. One might add that the general job of 
editing the book has been exceptionally well done. 


Ontario Agricultural College W. M. Drummonp 


An Economic History of the Indiana Oolitic Limestone Industry. By Joseph 
A. Batchelor. [Indiana Business Studies, No. 27.] Bloomington: School of 
Business, Indiana University, 1944. Pp. 382. 


One hundred and twenty years of a special type of construction industry in 
the Middle West involve many significant events inside our general industrial 
development. The Indiana limestone is to be found in a relatively narrow area 
and only a small number of enterprises have been engaged in it. Consequently 
its historian will not be threatened by too much material. He will be able, rather, 
to embrace all important matter and form a colorful picture of the industry. 
This in fact has been done by the author in a highly remarkable way. Living in 
the middle of the industry, he was permanently in touch with its fate and 
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products. Like a sculptor, he chisels a clear-cut representation of the most instruc- 
tive economic and business aspects of the industry. It is regrettable that not all 
permanently good qualities of the durable product of the Hoosier industry are 
inherent in the industry itself. 

There are five “well defined periods”: (1) The pioneer period, 1819-1870, 
characterized by purely local markets and primitive methods of production by 
hand. (2) The rise to prominence, 1870-1896, years which witnessed the general 
spreading of the product after modernization of the quarries, increase in building 
activity, better knowledge of the quality of the stone and growing market con- 
nections. Only sixteen quarries were in operation in 1870; in 1893 there were 
fifty. (3) The years 1897-1918, “the most conspicuous period of prosperity that 
the industry ever enjoyed,” years of advancement of cut-stone mills, of fluctua- 
tions, building slump, and at the same time too intensive competition inside the 
industry as well as from other building products. (4) Price control, boom merger, 
and overcapacity, 1919-1935. (5) From 1934 to 1941 more intense competition 
internally and externally, price reduction, curtailed volume of business, decline 
caused by changing trends in building, and several other unfavorable facts. 

Thus the history of the industry has been dramatic, full of ups and downs. 
The future would be more hopeful, in my opinion, if the Hoosiers themselves 
could be made “stone minded.” 


Indiana University ALFRED MANES 


The. First Hundred Years of the Buffalo Chamber of Commerce. By Lloyd 
Graham and Frank H. Severance. Buffalo: Foster & Stewart Publishing Cor- 
poration, 1945. Pp. xviii, 302. $3.50. 


A manuscript prepared in 1908 by Frank H. Severance, the scholarly secre- 
tary and editor of the Buffalo Historical Society Publications, has been edited 
and supplemented at many points and brought up to date by Lloyd Graham, 
who is to be congratulated for the production of an interesting book, one that 
has value for students of urban history generally. It is published under the aus- 
pices of the Buffalo Chamber of Commerce. 

Unfortunately, the long sweep of the century’s developments has not been 
integrated into a consecutive story. Perhaps the events did not flow in one con- 
tinuous stream, and we can be thankful to Mr. Graham for including the many 
digressions and the rich background supplied by Mr. Severance for his study of 
the origins of the board of trade. A similar treatment of later economic eras 
would no doubt have required a much larger volume and wider researches than 
the occasion permitted. 

The story of commercial co-operation in Buffalo centered around the struggle 
for improved transport facilities. First it was the harbor, then for a long period 
the canal (that is, the Erie, and more recently, the Barge Canal), and for more 
than a century the railroads, while at the same time there were repeated cam- 
paigns for the improvement of the facilities for shipping on the upper lakes. 
That Buffalo was essentially a commercial city becomes clear to the reader of 
these pages. Most of this material is presented with commendable objectivity, 
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though Mr. Graham slips into the role of a prosecuting attorney in his chapter 
on the “St. Lawrence Seaway Project.” 

Numerous gaps would inevitably appear in any account of a board. of trade’s 
contributions to a community’s history. Nevertheless, it is somewhat surprising 
to reach 1930 before encountering the term depression. Surely the earlier records, 
notably those of the mid-seventies and the mid-nineties, must have shown some 
interesting reactions to similar problems which would prove enlightening to 
the historian if not the economist. No doubt the record of the earlier debates 
and actions would not appear as inspiring as the story of co-operative accomplish- 
ment under New Deal leadership during the last decade, but historians dare not 
forget the evil days. 

Another blind spot is perhaps more understandable—the scant mention of 
labor. Indeed we reach page 225 before a hint appears that labor unions existed 
in Buffalo. Yet the statement here, that the Buffalo chamber held “an enviable 
record for its relations with labor and labor leaders,” might well have been 
expanded into an illuminating chapter. Perhaps the author and his sponsors felt 
that a review of old controversies would only tend to stir them up again, but if 
history is to teach us anything, we must inspect all of its pages. 

A more penetrating study of the evolution of a chamber of commerce is 
sorely needed, and apparently the Buffalo chamber could take real pride from 
such a probing of its past, for much evidence of its growing vision, its develop- 
ment of a will to co-operate, and its expanding conception of community interests 
appears in these pages. However, once we have stressed this need for a more 
forthright history, we must recur to our original appraisal of the merits of this 
volume. Not only do its many details throw much light on the commercial 
conditions and techniques of earlier days, but numerous and lengthy quotations 
from annual addresses of leading presidents, brief sketches of these personalities, 
and the frequent inclusion of statistics of commerce and industry provide a body 
of material that will compare favorably with the more typical memorial volumes 
occasionally issued by comparable institutions. 


Rochester, New York Brake McKetvey 


The Chicago Tribune: Its First Hundred Years, 1865-1880, Vol. II. By Philip 
Kinsley. Chicago: The Chicago Tribune, 1945. Pp. xv, 349. $3.00. 


This volume continues in the arrangement and style of the first. It includes 
a chronology of the Chicago Tribune (1847-1865), numerous illustrations of the 
front page of the paper at various intervals during the period, and an index of 
proper names. 

It is primarily an advertisement for the Chicago Tribune and belongs in the 
field of advertising newspaper advertising. Useful information about the paper’s 
equipment, editors, and circulation is included, but the following sentence is 
illustrative of the contents as a whole: “The Cheyennes and Pawnees were at 
war in Colorado during August and the national labor convention decided it 
was inexpedient to insist on eight hours of labor at present” (p. 65). A reference 
to “our tunnels, our cribs, our water-works, our Board of Trade, White Stockings, 
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and Court House, marble palaces, lovely women, energetic men, suicides, mur- 
ders, divorces, pig-killing, Historical Society, one-horse cars, etc.” may be 
regarded as typical of the volume. Here is a distinctive testimony to the dis- 
appearance of the book and the dominance of the newspaper. It suggests that 
the tradition of the book nears its end. 


University of Toronto Harotp A. INNIs 


Clark, Dodge & Co., 1845-1945: A Brief History, Marking the Completion of 
a Hundred Years of Activity on Wall St. New York: Privately printed for 
Clark, Dodge & Co., 1945. Pp. 45. 


The First Century of the Connecticut Mutual Life Insurance Co., 1846-1946. 
By John W. Colton. Hartford: Connecticut Mutual Life Insurance Co., 1946. 
Pp. 95. 

Pioneers in Industry: The Storv of Fairbanks, Morse and Co., 1830-1945. Chi- 
cago: Fairbanks, Morse and Co., 1945. Pp. 159. 


The Magic Powder: History of the Universal Atlas Cement Company and the 
Cement Industry. By Earl J. Hadley. New York: G. P. Putnam’s Sons, 1945. 
Pp. xiv, 382. $3.50. 

The First Hundred Years of An American Institution: The Story of Johnson 
and Higgins, Insurance Brokers and Average Adjusters, 1845-1945. New York: 
Johnson and Higgins, 1945. Pp. 108. 


As American business grows older and large companies reach their fiftieth or 
hundredth anniversary, many of them are issuing commemorative histories. 
These volumes, of which the five under consideration are fair samples, are to be 
sharply distinguished from scholarly business histories. While they vary in full- 
ness of treatment from 45 pages, covering a hundred-year span, to 382 pages for 
a period of only a little over fifty years, none of them makes any pretension 
to objective scholarship. Human-interest stories are stressed, and basic business 
statistics omitted, while the leaders of the companies are all splendid characters 
motivated by the best interests of the country. Mr. Hadley may feel that it is 
unfair to class his extensive discussion of the Universal Atlas Cement Company, 
set against a background picture of the industry as a whole, with these slighter 
company memorabilia, but his methods are the same, and the lack of financial or 
operating data becomes even more striking when the anecdotal treatment is 
carried to such length. 

Granted these weaknesses, the question arises: Are such volumes of any use 
to the general economic historian or the specialized business historian? The 
answer cannot be an unqualified “no.” These books usually contain a fairly 
detailed, albeit nonfinancial, account of the conditions under which the company 
was founded and struggled along in its early years. In so far as the accuracy 
of this information can be trusted, the student of entrepreneurship may arrive 
at certain generalizations through the study of fifty or a hundred such histories. 
Psychologically, these company-prepared volumes presumably reveal what busi- 
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nessmen like to remember about their past and the past of their organizations. 
They underscore the opinion that many businessmen like to stress the romantic, 
adventurous, or spiritual side of their activity rather than money-making. 

From the standpoint of providing information to present executives about the 
company past, or of building morale on the basis of explaining company tradi- 
tions, these books must fail their sponsors as they do the business historian. As 
the British, at least, proved during the last war, the best way to influence an 
informed public, on guard against propaganda, is by objective factual statements. 
No wise company executive is going to alter policy on the basis of the material 
presented in such hastily and partially prepared works as these under considera- 
tion, and no intelligent employee is going to be swayed much by statements that 
are obviously propaganda. The companies as well as the scholars would profit 
more in the long run from investing some additional money in an objective and 
complete history that could serve as a real help to new executives and provide 
a convincing presentation of the company’s position to theorists, teachers, and the 
public in general. 


New York University Tuomas C. CocHRAN 





Research Notes 
By R. W. anp Moritz E. Hipy 


The Friends of Edwin F. Gay have launched a drive to raise an Edwin 
Francis Gay Fund in his honor. After the deduction of such sums as may be 
reasonably required for preparing and publishing a memoir of Mr. Gay and his 
work, “one-half of the remainder will be made available over a twenty-year period 
to the Committee on Research in Economic History, or to its successors, for Edwin 
Francis Gay prizes, fellowships, awards, and grants for research and publication 
in the area of economic history. The other half will be expended by the Coun- 
cil on Foreign Relations in the area of international affairs in ways similarly 
associated with the name of Edwin Francis Gay.” Chairman of the Friends of 
Edwin F. Gay is George O. May; the treasurer is Whitney H. Shepardson, 
Carnegie Corporation, 522 Fifth Avenue, New York City. 

Attention of economic historians is invited to the fact that the Institute of Early 
American History and Culture, Williamsburg, Virginia, has begun to provide a 
limited number of Grants-in-aid of Research in the field of Early American 
History and Culture to the year 1815. Grants are to be made to those who have 
definite projects of research in progress. Announcements of awards will be made 
on June 1, 1947. Applications for this year had to be in hand by April 15, 1947. 
Information and forms for applications may be procured by writing to Carl 
Bridenbaugh, director of the Institute, Williamsburg, Virginia. 

Rodney C. Loehr has been appointed director of the Forest Products History 
Foundation, which was established in 1946 as an adjunct of the Minnesota 
Historical Society. Planned publications at the moment include a bibliography 
of material already in print, a list of unprinted material, a book on the history 
of forest products to 1800, another on the effects of the Panama Canal upon the 
forest industry of the Inland Empire and the West Coast, and a third dealing 
with labor in the forest-products industry of the Great Lakes area. The founda- 
tion also offers two fellowships for collegiate training in the Twin Cities. 

Thomas C. Cochran, New York University, has received a grant from the Com- 
mittee on Research in Economic History for studying the thought of American 
railroad entrepreneurs between 1840 and 1890. He would appreciate information 
on any good private letters-or company correspondence “buried away in odd 
places.” 

Among the demobilization awards from the Social Science Research Council 
are the following for economic history: Ralph H. Bowen, for research in the 
development of corporatist doctrines in Germany, 1870-1920; William Diamond, 
economic thought in American politics, 1918-1941; Whitney A. Griswold, a 
comparative study of agrarian political movements and the main trends of agri- 
cultural policy in England, France, Germany, United States, and Russia, 1750- 
1945; Leonard Kent, effects of inheritance taxation on patterns of investment; 
Joseph T. Lambie, the history of the ‘Norfolk and Western Railroad; George 
F. Lemmer, the development and improvement of agricultural practices in the 
United States beginning with pioneer agriculture; Harold O. Lewis, the growth 
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of seventeenth-century Danish capitalism; Henry F. May, Jr., Protestant churches 
and industrial society; Robert J. G. McClurkin, the Bank of North America, 
1781-1791; Alfred R. Oxenfeldt, the creation and assimiliation of new industrial 
techniques; Ira Polley, the politics and administration of the labor-relations acts 
of selected states in the Middle West and East; Robert L. Reynolds, Genoese 
notarial archives; Harry Schwartz, American farm labor during the Second 
World War; John A. Scott, the French Associations Law of 1884; Oron P. South, 
the breakup of the Alabama plantation system after the Civil War; Alexander 
Stevenson, the international market for synthetic organic dyestuffs in the interwar 
period; Francis X. Sutton, an analysis of modern economic and political radical- 
ism; Paul M. Sweezy, major economic and political trends in Europe; Daniel 
Thorner, the economic development of India; and Fred Whitney, the wartime 
experience of the National Labor Relations Board. Grants-in-aid appointees for 
1946-1947 include Richard Bardolph, University of North Carolina, for the 
completion of a study of agricultural improvement in Illinois to 1870; Earl Wiley 
Hayter, State Teachers College, De Kalb, Illinois, for the completion of a study 
of methods of land enclosure in the United States; Vernon H. Jensen, University 
of Colorado, for the completion of a history of labor relations in the nonferrous 
metals industry; Roy M. Robbins, Butler University, for the completion of a 
history of the public domain in the Pacific Northwest in the twentieth century; 
Robert Sidney Smith, Duke University, for the completion of a history of the 
guild merchant in Peru and Chile, 1613-1822; and Nannie M. Tilley, Duke 
University Library, for the completion of a study of Daniel Lee, agricultural 
reformer (1804-1890). 

Members of the Lexington Group recently received from the Lawson Memorial 
Library, the University of Western Ontario, London, Ontario, copies of The 
Formative Years of the London and Port Stanley Railway Company, 1852-1856 
(Western Ontario History Nuggets, No. 11), by Terry Ferris. 

With Richard C. Overton acting as secretary, the committees on business 
records of the American Historical Association and the Economic History 
Association, the New York Committee on Business Records, the Lexington Group, 
the Research Policy Committee of the Newcomen Society of England, the Com- 
mittee on Research in Economic History, and the Railway & Locomotive His- 
torical Society have banded together informally as the Cooperating Groups in 
Railroad History. Under date of December 11, 1946, the Secretary forwarded to 
116 railroad companies a questionnaire requesting information about volume, 
location, organization, management, and availability of their records. As of 
February 27, 1947, he had received replies from 62 of the companies. Of the 62 
replies, 56 indicated that the questionnaire would be filled out. Once the data 
from this‘inquiry have been compiled, in the words of the Secretary, “the way 
will be open for trained historians, working in cooperation with the railroad 
companies, to begin the research necessary” for “presenting fully and fairly the 
story of the development of railroads in the American economy.” 

The New York Central Railroad Company has instituted a survey of its records 
along 11,000 miles of track. F. H. Woolfall, an executive of the company, is in 
charge of the project, which includes records dating back 120 years. 
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An East-Coast Institute on Entrepreneurship held a meeting at Harvard 
University on December 7 and 8, 1946. Convened at the suggestion of Arthur 
H. Cole, this “institute” has no more formality than the Lexington Group. The 
only qualification for membership is an interest in the history of entrepreneurship. 
At the December session participants from Johns Hopkins, Pennsylvania, New 
York University, Wellesley, Columbia, Yale, Harvard, Wheaton, Toronto, and 
Massachusetts Institute of Technology heard papers by Joseph A. Schumpeter 
and Talcott Parsons. 

Several bibliographical aids merit attention. William Mathews has compiled 
with the assistance of Roy Harvey Pearce American Diaries: An Annotated 
Bibliography of American Diaries Written Prior to the Year 1861 (University 
of California Publications in English, Vol. XVI, Berkeley and Los Angeles, Uni- 
versity of California Press, 1945). One very useful by-product of the Western 
Range Cattle Industry Study is Herbert O. Brayer’s, “Preliminary Guide to 
Indexed Newspapers in the United States, 1850-1900,” (Mississippi Valley His- 
torical Review, XXXIII, 1946, 237-58). Reprints at the price of $1.00 each may 
be acquired by writing to Mrs. Clarence S. Paine, Station B, Lincoln, Nebraska. 
Lola M. Homsher, archivist in the Library of the University of Wyoming, in her 
note, “Archives of the Wyoming Stock Growers’ Association,” (ibd., pp. 279-88), 
mentions in connection with her main topic several other collections of papers in 
the university library relating to the business and economic life of Wyoming 
and contiguous areas. Though written as an aid to graduate students in economics 
and business at the university, Guides to the Harvard Libraries, No. 1: Economics 
and Business (Cambridge, 1947), by Arthur H. Cole will be found useful to 
economic and business historians in general. More specific in its content and use 
is The Pioneer Period of European Railroads: A Tribute to Mr. Thomas W. 
Streeter (Publication No. 3, Kress Library of Business and Economics, Baker 
Library, Harvard Graduate School of Business Administration, 1946). With a 
preface by Arthur H. Cole and a stimulating article on “The Pioneer Period of 
Railroads in England, France, and the United States,” by Arthur L. Dunham, 
the publication presents a valuable “List of Items Relating to European Railroad 
Development published in 1848 or earlier, which are available in the Baker and 
other Harvard libraries.” In contrast is the general, though significant, informa- 
tion in Your Government's Records in the National Archives (Washington: Gov- 
ernment Printing Office, 1946), compiled by W. Brooks Phillips under the 
supervision of Philip M. Hamer, Records Control Officer of the National Archives. 

In accordance with a proposal made by President Truman, the National 
Archives has begun a World War II Records Project to make available informa- 
tion about the records of the federal government in wartime. It is planned that 
the project will result in the publication of (1) a Handbook of Federal World 
War II Agencies and Their Records; (2) inventories of the “significant records 
of war agencies and of war-related activities of other agencies”; (3) “lists of 
published and unpublished histories, monographs, reports, and other documents 
of special individual interest”; and (4) a guide on a subject basis to the documen- 
tation of the government’s war experiences. Philip M. Hamer, assisted by a 
competent staff, is the director of the project, which is to be completed by 1950. 
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Economic historians will undoubtedly welcome these aids to research in the now 
estimated 1,000,000 cubic feet of records in the National Archives. 

Economic historians will also find valuable information in many of the acces- 
sions to the National Archives during 1946. Among these were records of the 
Office of Strategic Services, Office of the Secretary of the Treasury (1917-1932), 
Comptroller of the Currency, Federal Oil Conservation Board, Petroleum Admin- 
istrative Board, Mines Bureau (1900-1937), Farm Security Administration, Com- 
modity Credit Corporation, Rural Electrification Administration, Foreign Eco- 
nomic Administration, Federal Employment Stabilization Board, Maritime Com- 
mission, Central Statistical Board, Bituminous Coal Division of the Department 
of the Interior, Bureau of Agricultural Economics, Bureau of Foreign and 
Domestic Commerce, National War Labor Board, the Reconstruction Finance 
Corporation, and various consular agencies. 

Two periodicals promise to supply information on hitherto inadequately 
covered areas. Students of Middle Eastern problems welcomed the appearance 
in January 1947 of The Middle East Journal, published under the auspices of the 
Middle East Institute, Washington, D.C., and edited by Harvey P. Hall. To 
expand and improve the knowledge about Latin America of those who do not 
read Spanish or Portuguese with ease, the first issue of The Social Sciences in 
Mexico and News about the Social Sciences in South and Central America, a 
quarterly journal in English, has made its appearance. Its intent is to give, 
according to the prospectus, “ample information about the work of the econo- 
mists, sociologists, historians, political scientists, educators, anthropologists,” and 
other social scientists of Latin America. In collaboration with a distinguished 
group of professors and professional men from the National University of 
Mexico, from various universities in South and Central America, and from 
other Mexican institutions, Dr. Laszlo Radvanyi, professor in the National 
School of Economics of the National University of Mexico, edits the new 
quarterly. 

In co-operation with the Mediaeval Academy of America the University of 
Pennsylvania Press has contracted for a five-volume “History of the Crusades” 
to be ready for press by 1950. Edited by Frederic Duncalf of the University 
of Texas, A. C. Krey of the University of Minnesota, and John La Monte of the 
University of Pennsylvania, the work is to be written by forty specialists from 
the United States, England, France, Belgium, Egypt, Syria, and other countries. 

Before the Second World War a group of French scholars of the French 
Revolution published a collection of occasional papers under the title, Cahiers de 
la Révolution frangaise. During the war the Cahiers were revived in the 
United States by American and exiled French historians of the Revolution. 
The first issue, Cahiers d’histoire de la Révolution francaise (New York, Edi- 
tions de la Maison Frangaise, No. 1, 1946), includes a contribution by Philippe 
Sagnac entitled, “La Révolution et sa conception de la propriété (1789-1804).” 

The French publication which was edited before the war by Lucien Febvre 
and Marc Bloch, and which was well known to American students of economic 
history as the Annales d’histoire économique et sociale, is now appearing regu- 
larly under a new title. During the war it was published intermittently under 
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the title Mélanges d'histoire sociale. With the return of peace it has adopted 
the title, Annales: Economies — Sociétés — Civilisations (Paris: Librairie 
Armand Colin, 103 Boulevard Saint Michel V°). The fourth number of Volume 
I (October-December 1946) has been received. The Annales is edited by Lucien 
Febvre and has, as American sponsors, Earl J. Hamilton, John U. Nef, and A. P. 
Usher. 


ITALIAN HISTORICAL SCHOLARSHIP AND ECONOMIC HISTORY 


From Vito Vitale of the University of Genoa an extended account of Italian 
archives, libraries, historical societies, scholarly publications, and work in 
progress, chiefly in Medieval and economic history, has been received by Robert 
L. Reynolds of the University of Wisconsin. With his generous permission we are 
publishing a few extracts. 


I. The Reorganization of Historical Societies 


The activities of scholars and scholarly bodies in the field of historical studies 
are now slowly reviving. There is no lack of good intentions, but there is general 
lament over the lack of financial means. Elementary—one might better say 
alimentary—needs of people without money, which of course means most scholars, 
absorb and dominate all other thoughts. In addition, the devaluation of money 
and the resulting rise in prices for paper and labor paralyze the societies and 
other bodies. On all sides efforts are made to get around such difficulties and to 
resume tasks in the hope, which I augur will not be illusory, that a stabilization 
of general conditions will permit our scholars and institutions to live less 
abstemiously. 

Another reason for delay in getting started is the work of reorganization now 
going on with respect to the scholarly bodies themselves. As you know, a law 
in 1935 created at the Ministry of Instruction a Giunta Centrale delgi Studi 
Storici, under which were set up four institutes (Istituto di Studi Romani, 
Istituto Storico Italiano per il Medio Evo, Istituto Storico Italiano per l’Eta 
Moderna, Istituto per la Storia del Risorgimento) as well as fifteen regional 
Deputations. The Deputations then absorbed the pre-existing local historical 
societies. For example, the new Deputazione di Storia Patria per la Liguria took 
over the older Societa Ligure di Storia Patria in Genoa; at Turin the Subalpina 
was absorbed, at Milan the Lombarda, and so on. Further down the line the 
local societies in smaller cities became Sections of the Deputations of the regional 
metropolises. 

Out of this arrangement grew, in each of the fifteen Deputations, more or less 
active frictions between the Deputies who were named to serve on them by the 
Minister at Rome, and the voluntary dues-paying members who had made up 
the earlier societies. More than that, there were frequently open conflicts between 
the regional Deputations and their subordinate local Sections which chafed over 
the loss of their independence and over their status of inferiority. 

There has now been announced a general plan to revert to the setup which 
obtained before 1935, or, perhaps better, to the situation of 1922. In the mean- 
time the central giunta, the four institutes, and the fifteen Deputations are con- 
trolled by Commissioners charged with aiding the revival of scholarly activities 
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and the transition to the new setup—substantially a return to the old societies. 
But the slowness with which decisions to carry out such changes are made in 
practice holds up action in the local bodies. This is the chief reason why the 
revival of historical studies has been due to personal initiative rather than to 
organized effort. But this state of things will, I expect, soon come to an end. 

After the stormy years, when we had the luck to have our library safe and no 
irreparable damages to our premises, our Deputation (for Genoa and Liguria), 
which had never entirely closed up, began operations again with me as Com- 
missario. On April 6, 1946, we held a general meeting of members, in order to 
revive contacts with one another and to work out a program for the future. The 
meeting voted that the ancient and worthy Societa Ligure di Storia Patria should 
be reconstituted and decided to publish the volume, long since in the printer’s 
hands, entitled La Schiavitt in Liguria, by Luigi Tria, who makes wide use of 
edited and unedited notarial documents. It is hoped that this volume can be 
distributed during the current year. 

Still other materials are ready for printing, some of which concern Medieval 
economic history, such as a study by Raffaelo Di Tucci on the arte of the silk 
workers. But we face the usual financial obstacles, and publications cannot be 
brought out in accelerated rhythm. 

One step which is being considered is to alternate numbers of the Azti with 
numbers of a somewhat dressier periodical, containing short studies and notices, 
designed to take the place of the former Giornale storico e letterario della Liguria 
which probably will not again see the light and which was not adapted to the 
needs of the Deputazione or rather Societa di Storia Patria. 

The most difficult problem we face, from a technical as well as a financial point 
of view, is that of promoting further publication of the Genoese notarial registers. 
Since, as noted in the following section, the Collezione di documenti e studi 
. . . . has ceased to function, and the valuable technical collaboration of Professor 
Chiaudano can be only slight, all the responsibility falls back on us, at a time, 
too, when costs have skyrocketed. As things stand, the Societa’s funds which are 
usable for this work might suffice for a volume or two at the most—calculating 
as optimistically as possible. As a mater of fact, no volume is in a state of prepara- 
tion which would allow printing in the near future, and one can perhaps hope 
that before anything is ready there will be a settling down of Italian finances; 
but at best the difficulties will be great. 

In Turin itself the Deputazione has both the Archivio and its library intact as 
far as the materials go, but the premises were badly damaged. An early resump- 
tion of its work is hoped for. Francesco Lemmi is its Commissario; its secretary 
is the Avv. Mario Vanzetti, Archivio di Stato, Piazza Castello, Turin. 

The Lombard Deputation, of which Gian Piero Bognetti is now Commissario, 
had its premises damaged, not by air or land bombardment nor by fire, but by 
the soldiers who were quartered there. The building is being put back in order 
and cleaned up, and the disarrayed library materials, the worse for damp and 
rats, are being rearranged. 

The Venetian Deputation kept up publication of its Archivio all through 1942 
but has since given no signs of life that I know of, and the same thing seems to 
be true of its dependent Sections. The only word I have had, which saddens 
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Italian spirits, is that the Societa Istriana di Archeologia e Storia Patria has taken 
refuge in Venice, where it has published a volume vindicating Istrian Italianita, 
which is a vain defense of the unarmed better side of the case. The reorganization 
of the Deputazione Veneta, which suffered no material damage (as also the 
other institutes and libraries of Venice) is now under the charge of Gino Luzzatto 
as Commissario. 

In Florence the libraries and archives are regularly operating. The Tuscan 
Deputazione lives a nearly normal existence and is getting out the 1945 volume 
of Archivio storico italiano and the third volume of its General Index. Two 
items should be published soon: Statuto di Arezzo del 1327 and Documenti sulle 
relazioni tra Firenze e Napoli al tempo di Carlo d’Angio, the Index of which 
is being printed. The secretary in Florence is Sergio Camerani, at the Archivio 
di Stato. 

The archives and libraries in Rome have been functioning regularly, and the 
Deputation is being reorganized. It suspended activity in 1945 in order to repair 
its office (Biblioteca Vallicelliana, Piazza della Chiesa Nuova) under guidance of 
the Minister of Public Instruction, but it is now active. Vincenzo Federici is its 
president; the Marchese Giovanni Incisa della Rocchetta is secretary, Via 
Tevere, 1. 


II. Historical Publications 


General Bibliography 


An eloquent index of the condition of historical studies in Italy in wartime 
(1940-1945) is furnished by the Bollettino della pubblicazioni italiane ricevute 
per Diritto di Stampa put out by the Biblioteca Nazionale Centrale, of Florence. 

This bulletin continued to be issued each month, as formerly, until 1943, but 
with an increasingly scanty array of items. Since there is a normal delay between 
publication of works and notice of them in such a bulletin, one can perceive that 
the rhythm of publication through the triennium 1940-1942 remained, as might 
be expected, more or less normal, the authors for the most part producing work 
which had in fact been prepared before the war. From the last months of 1942 
on, with the tightening of wartime difficulties, there was a slowing up of activity, 
increasingly manifest and ending in complete paralysis. From November 1943 to 
August 1944 the Bollettino came out every second month, and was thinner and 
thinner. Adding to the drying up of the flow of new titles was the confusion in 
communications, with resultant difficulty in getting books through to the Library 
in Florence. Only one number of the Bollettino was published to cover the last 
four months of 1944 (September-December). For the whole year 1945 thin 
numbers were published every three months. So far (June) no number for 1946 
has been received. 


Reviews 


The Rivista di storia economica, directed by Luigi Einaudi, which suspended 
publication in the summer of 1943, has not yet been revived. It is thought likely 
that Einaudi, since he now is governor of the Banca d'Italia, has no intention 
of starting it again. 
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The Nuova rivista storica, directed by Gino Luzzato (address: Venice, San 
Marco, 1081), managed to publish in 1945 the final number of 1943, the review 
having been suspended in the interval. He now has ready for printing a volume 
of some 450 pages which will cover the whole of the years 1944-1945. From now 
on it is expected that the Rivista will appear regularly. 

The Rivista storica italiana was discontinued in 1942. It will be revived early in 
1947 but will no longer be the organ of the Giunta Centrale degli Studi Storici, 
such as it was in recent years. In the future it will be a free review, with Einaudi 
assuming editorial responsibility, and directed by a committee of scholars. The 
secretary is Ernesto Sestan, Rome, Via A. Caetani, 32. The numbers for the four 
years 1943-1946 will not appear, which is too bad, since it breaks sixty years 
of continuous publication. 

The Archivio storico italiano, which, although it is strictly speaking the organ 
of the Tuscan Society, has a general and not a regional importance, has recently 
published its volume for 1944. The volume for 1945 is now being prepared. In 
addition, two volumes of the Indexes for the first hundred years of the Archivio 
were published (Florence, Olschki, 1945) and the third volume, containing the 
chronological Index of its documents is now being printed. 

Those interested in economic history feel a real concern over the indication that 
the Collezione di documenti e studi per la storia del commercio e del diritto 
commerciale italiano will not be continued. I have received a letter from Mario 
Chiaudano saying, “My master, Professor Patetta, is dead and I feel that I 
cannot single-handed publish any more volumes. During the war the Genoese 
Archives were closed and there was no chance to take on the transcription of 
more notaries. Given my handicaps I could not in any case control the checking 
of proofs against the original documents, and at present I know of no person 
to whom this work might be delegated with confidence that it would be properly 
done.” 


Italian Economic History 


Bad fortune has dogged the little group. of students of Genoese Medieval and 
economic history. Those who have died are Alessandro Lattes, Cesare Imperiale, 
and Giuseppe Pessagno. Enrico Guglielmino, who was a promising scholar, fell 
in the war. 

Giuseppe Oreste has taken up with diligence the transcription of the acts of 
Guglielmo da Sori and will also dig from that source materials for study. Miss 
Vanna Zucchi is working through the notaries for information touching the 
artisans and artists of Ticinese origin who worked in Genoa. Only two of us older 
men remain in the field. Carlo Bornate, who never goes further back than the 
fourteenth century, has for some time studied the Giustiniani and the Maona of 
Chios. 

Currently I am working in connection with the project for the large fifteen- 
volume history of Genoa. After Volume I, covering prehistoric times, was 
published, Volumes II and III, Ubaldo Formentini’s Genova nel Basso Impero 
e nell’ Alto Medioevo, an acute and scientific work, and Attilio Regolo Scarsella’s 
L’Eta dei Consoli, an easy-reading narrative, were brought out in 1941 and 1942. 
My volume (IV), Verso l’apogeo, was next scheduled. It had been printed and 
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was about to be distributed when the whole stock was destroyed by aerial 
bombardment which hit the Garzanti offices in Milan on August 15, 1943. 
Fortunately a set of proofs was in my hands and a reprinting is feasible. How- 
ever, the Institute which had been promoting the project suffered heavy financial 
loss and cannot further carry the expenses, so that a resumption of the printing 
is indefinitely uncertain. Just the same, I have kept right on at work preparing 
Volume V, to be called L’Eta eroica, to cover the second half of the thirteenth 
century, when Genoese political and economic might reached their heights. If 
I can finish the job it will wind up my studies and researches and at worst it can 
be ready for posthumous publication! 

It should be noted that the lost Volume IV contained three Appendixes which 
were essentially monographs in economic history. Mario Chiaudano wrote, “La 
Moneta di Genova nel secolo XII” and “Mercanti genovesi del secolo XII”; Gian 
Piero Bognetti wrote “La Vita privata a Genova nei secoli XII and XIII.” The 
proofs for those were also salvaged. 

Notable critical studies of historical-juridical natures were conducted on the 
notarial documents, largely from those recently edited. Alessandro Lattes pub- 
lished Diritto marittimo privato nelle carte liguri dei secoli XII e XIII (Rome, 
Tipografia Poliglotta Vaticana, 1940). Antonio Scialoia, professor of the Uni- 
versity of Rome, published first in 1945 five separate short works, which were 
then gathered into one volume (Societa Editrice del Foro Italiano, Rome, 1946). 
In the first three studies the author made use of documents which were chiefly 
Genoese, criticizing in spots the editing, especially the summary headings. His 
first study, “Partes Navis-Loca Navis,” discussed the views of Byrne, Di Tucci, 
and above all Chiaudano. The second, “La Commenda nel diritto comune del 
Mediterraneo nel secolo XIII,” takes up once more the whole troublesome 
question of the commenda. “Contratti tipici del Castello di Bonifacio,” the third 
study, is based upon the Genoese material. The last two studies are “Le Galee 
grosse della Repubblica Veneta precedente dei ‘Pools’ maritimi” and “Origini 
della limitazione della responsibilita dell’ armatore per abbandono della nave.” 

Notarial materials other than Genoese have also received attention. Antonio 
De Stefano published in 1943, in Memorie e documenti di storia siciliana of 
Palermo, the register of the notary Giovanni Maiorana (1297-1300). Antonio 
Lombardo and Raimondo Morozzo brought out two volumes of Venetian com- 
mercial documents up to 1261 in Chiaudano’s Documenti e studi. After Lombardo 
left Venice, Raimondo Morozzo continued alone to prepare a third volume 
coming down to 1300. But the cessation of the Documenti e studi renders 
publication problematical. 

In the same Chiaudano (and Patetta) collection, a group of scholars on the 
staff of the Archivio di Stato in Venice planned to print the protocols of the 
earliest notaries of the Venetian colony of Crete (Candia). Although there are 
more ancient materials, these are very interesting for commercial history. A first, 
the Imbreviature di Pietro Scardon (1271) was published by Lombardo in 1942. 
The transcript in manuscript of a second, the notary Benvenuto Brixiano who 
worked in 1301, had been sent to Turin, but cannot now be located. A transcrip- 
tion of the notary Crescenzio di Alessandria (1281-1285) is still in the hands of 
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Dr. Lanfranchi. A fourth was also to be in the Chiaudano collection. Perhaps 
this is another fine project gone up in smoke. 

Raimondo Morozzo had undertaken a methodical survey of the Archivio 
Notarile di Candia for the whole thirteenth century, the Archivio del Duca di 
Candia, and the lesser sources. A publication of these im extenso could not be 
considered, though it would have been very useful. The publication should have 
a purely documentary character with an archivistic preface and a copious index. 

Dr. Lanfranchi is seriously occupied with all the Venetian documentary mate- 
rials, edited and unedited, up to 1200, including also documents which reach us 
through later copies. He has ready for printing the atti of the monasteries of the 
Diocese of Torcello before 1200, about 1,000 in all. As a precaution against pos- 
sible war damage to the earliest materials, he made at his own expense photo- 
graphs of the public and private documents in the Archivio di Stato—about 3,000 
reproductions on 18 by 24 negatives. He did not manage to get them all, which 
would require about 3,000 more photographs, because of the excessive costs. He 
will not go on with this. It is a pity they cannot be made generally available, 
because only about 5 per cent of the some 6,000 items have been edited, for the 
period before 1200. As a matter of fact, although most of these documents 
derive from monastic deposits, about 60 per cent deal with private personal 
business, a large proportion concerning the Venetian settlements in the Levant, 
so that interest in the collection is not restricted to the internal life of the city’s 
monasteries. 

Another big program which is now cut off is that presided over by Armando 
Sapori of the University of Florence and of the Bocconi University in Milan. He 
arranged, a bit before the war, for the University of Florence to take on the 
Edizione nationale dell’ archivio di Francesco di Marco Datini da Prato, the 
great merchant of the late fourteenth and early fifteenth centuries, whose activity 
has already had attention intermittently from various scholars, and especially from 
Enrico Bensa who produced his big volume in 1928, chiefly from a juridical 
point of view. This Datini collection is above all else a mine of precious material 
for economic history, consisting of over 500 business books and their annex of 
more than 140,000 letters. The collection is without peer, compared with any 
other collection of Medieval mercantile sources, in Italy or elsewhere, when it 
comes to the number of its pezzi. More than that, though, it is practically a 
complete unbroken unity, with the inestimable advantage of having the series 
of letters to serve as complement to the entries in the accounting books, giving 
a clear view of the whole enterprise. It is divided, as at present arranged, by 
fondachi (Avignon, Florence, Genoa, Pisa, Prato, Barcelona, Majorca, and 
Valencia). This reproduces the way the collection naturally grew up, and 
facilitates research. The interest in the materials is not limited simply to those 
eight cities, because each fondaco had permanent or occasional dealings with 
other towns, and so they are rich in letters from all over—London, Bruges, 
Malines, Montpelier, Perpignan, Alexandria, Bone, Fez, Tunis, Caffa, and so on. 

Up to 1943 the work of transcribing the correspondence of the Avignon 
fondaco went forward, being done largely, under false names, by Jewish scholars, 
who were supposed to be barred by the racial laws from public jobs, the libraries, 
and the archives. The plan of work looked to the publication of the whole of 
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the correspondence, partial publication of the account books, and a series of 
studies, fondaco by fondaco and by subjects. Right now the Francesco di Marco 
Datini da Prato enterprise is interrupted, and there is no foreseeing when it 
will resume. During the war the Archive was moved from Prato to Poggio a 
Caiano, and by good luck it is quite safe. 

Armando Sapori suggested to the Universita Commerciale Luigi Bocconi that 
it buy an important collection composed of hundreds of books of Florentine 
families such as the Sanminiati, Pazzi, and others, including business accounts, 
their banking books, and agricultural management books. Part of the collection 
is already set in order and the correspondence books are to be arranged, after 
which the deposit will be open to scholars. 

Still further, under guidance of Armando Sapori, the Bocconi University pub- 
lished in 1939 a series of sources. In this series, Volumes VIII and IX, which 
came out in 1941, are concerned, at least in part, with Medieval matters: La 
Matricola dei mercanti di lana sottile di Milano, by C. Santoro; Statuti delle 
colonie fiorentine all’ estro, Sec. XV-XVI, by G. Masi. This series is starting up 
again and two manuscripts, touching the modern period, are ready for printing. 

In its turn, the Istituto di Storia Economica della Facolta di Scienze Economiche 
dell’ Universita di Firenze, directed also by Sapori, published in 1943 the study of 
E. Fiumi, La Utilizzazione dei lagoni boraciferi della Toscano nell’ industria 
medievale. Sapori himself published during the war the following works touch- 
ing the Middle Ages: (1) Studi di storia economica medievale (Florence, San- 
soni, 1940), brought out in an amplified edition in 1946; (2) Mercatores (Milan, 
Garzanti, 1941), reprinted in an inexpensive edition with a new title—I/ Mercante 
italiano nel medioevo (Florence, Universitaria Editrice, 1945); (3) Il Mercante 
italiano del Rinascimento in the series Problemi storici e orientamenti storio- 
grafict, managed by Ettore Rota (Como, Cavalleri, 1942); (4) I Libri della 
ragione bancaria dei Gianfigliazzi (Milan, Garzanti; the edition, helped finan- 
cially by the Banca d'Italia, carried the date 1943, but it was not distributed and 
now it will come out with a new cover and later date); (5) “L’Evoluzione mer- 
cantile della nobilita nel medioevo” in Rivista del diritto commerciale, 1944; (6) 
“La Compagnia del Frescobaldi in Inghilterra” in Archivio storico italiano, 1944, 
reprinted in 1946 by Olschki of Florence with the addition of a mercantile 
document from the Public Record Office in London. 

At present Sapori is preparing two studies: “L’Imposta indiretta a Firenze nel 
300” and “Imprese industriali commerciali e agricole della famiglia fiorentina Del 
Bene (Sec. XIV-XVI).” 

Gino Luzzatto has at the printer’s a Sommario della storia economica di Italia 
dall’ eta romana ai nostri giorni, and other studies on modern subjects. 

Franco Borlandi published in 1942, with the Istituto per gli Studi di Politica 
Internazionale at Milan, a volume entitled Per la storia della poplazione della 
Corsica, which in the first section covers the Middle Ages. In the collection 
Problemi storici e orientamenti storiografici he had the article “L’Eta dello 
scoperto e la rivoluzione economica dell’ Europa nel XVI secolo.” Nowadays, tied 
up with political duties in the Prefecture of Pavia, he is not able to do much 
with Medieval economic history. 

For similar political reasons Raffaelo Ciasca has momentarily abandoned 
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scholarship but he has a study prepared though not edited on the history of 
agrarian problems in Italy. Amintore Fanfani published a volume, Storia del 
lavoro in Italia, recently continued by C. Dal Pane, but Fanfani too is busy 
politically. Most of these studies are in the modern era which draws much 
attention from many others. 

A young scholar, Carlo M. Cipolla published in the Bollettino storico pavese in 
1943 a “Profilo di storia demografica della citta di Pavia,” the first thirty-three 
pages of which touch the Medieval period, and in 1944 an article, “Il Valore 
di alcune biblioteche nel 300.” 

Rinieri Zeno of the University of Catania is working on two books which 
will come out this year: Storia del diritto marittimo italiano nel Mediterraneo 
(Editore Giuffre, Milan) and Storia del diritto pubblico di Sicilia dai normanni 
al periodo delle riforme (Catania, Crisafulli). 

Antonino Petino, formerly of Catania, published during the war the following 
studies: 11 Mandorlo dai tempi antiche ai giorni nostri in 1942. La Politica 
commerciale di Pietro III d’Aragona in Sicilia, La Previdenza e assistenza nelle 
corporazioni siciliane dal secolo XV al XVIII, and L’Arte e il consolata della seta 
nei secoli XIV-XIX in 1943. He is now waiting appearance of these works: Sul 
commercio marittimo medievale della Sicilia, Note di vita economica catanese nel 
secolo XV, and Sui costi e profitti nell’ azienda mercantile medievale Toscana 
(Siena). 

Deliperi in the Archivio Storico Sardo worked on Medieval Sardinian 
economic history. 
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